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DEPARTMENTS OF TRANSPORTATION, AND 
HOUSING AND URBAN DEVELOPMENT, AND 
RELATED AGENCIES APPROPRIATIONS FOR 
2012 


Thursday, March 10, 2011. 

DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT 

WITNESS 

HON. SHAUN DONOVAN, SECRETARY, UNITED STATES DEPARTMENT 

OF HOUSING AND URBAN DEVELOPMENT 

Mr. Latham. Let’s call the hearing to order. First of all, we wel- 
come the Secretary here. This is the first hearing we have had in 
the THUD Subcommittee, and we are short a couple of new Mem- 
bers here, but Mr. Womack and Mr. Dent and Mr. Diaz-Balart are 
new Members to the Committee. We want to welcome them if they 
were here. I think there are about 20 other hearings going on. 

I just want to extend my thanks to the Ranking Member, when 
he was Chairman and his courtesy and kindness, and we expect to 
operate under the same manner in this Congress. So I look forward 
to working with the gentleman from Massachusetts. 

And, again, welcome. Mr. Secretary, I want to thank you for your 
testimony and thank you for your continued service at HUD. And 
certainly on a personal level, thank you for your communications 
and being able to address a lot of the problems that we face and 
to do it in a very open way. We may not always agree on issues, 
but your competence and hard work are very, very much appre- 
ciated. 

While your request would appear to the casual observer to be 
$1.2 billion or about 2.8 percent lower than our Fiscal Year 2010 
enacted level, I take some exception to that since you get that num- 
ber through a projected increase in FHA and Ginnie Mae receipts. 
And as we noted last year, the Congressional Budget Office took 
a different view of how to score the FHA receipts in your budget 
request. 

Even with that scorekeeping issue, I think it should be noted 
that in the fiscal year 2008 discretionary budget authority alloca- 
tion for the entire THUD bill. Transportation and HUD, was $48.8 
billion. Your request for Fiscal Year 2012 is $41.8 billion just for 
HUD. And it really doesn’t leave a whole lot of room, I guess, for 
Transportation for other parts of our bill. 

We both agree that in this fiscal environment, protecting existing 
residents and those served by HUD’s programs need to be our top 
priority. Doing so will require some hard choices and prioritization 
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of the HUD programs and particularly, among the many grant pro- 
grams under your jurisdiction. I am looking forward to working to- 
gether to identify programs and areas where reasonable savings 
can be achieved, while keeping residents currently served by HUD 
in their housing. 

I also remain concerned over FHA’s continuing market share in 
the single family mortgage insurance market. Last year, you were 
hopeful that fiscal year 2011 would see private capital return to 
that segment of the market. We are halfway through the fiscal 
year, and so far that hasn’t happened. I look forward to hearing 
how the administration will relieve themselves of the government 
from being the lender and insurer of first and last resort for those 
seeking to purchase a single family home. 

I look forward to an open and productive discussion with you as 
we continue through the process. And I thank you again for your 
hard work at the Department. I think we all have a lot of questions 
and a lot of ground to cover today, so with that I will yield to the 
gentleman from Massachusetts, Mr. Olver. 

Mr. Olver. Goodness. I used to give much longer opening state- 
ments than that. 

Mr. Latham. That was your warm up. 

Mr. Olver. I must say, Mr. Chairman, we are going to have 
quite a cozy quiet little hearing today with the Secretary of State 
across the hall seeming to have sucked up all of the media. 

But let me start by congratulating you, Mr. Chairman, on your 
elevation to the chairmanship of this subcommittee. We had the op- 
portunity to work together for the last 2 years, and I am committed 
to showing you the same respect and cooperation that you afforded 
me while I was chairman. I will start by doing my best to keep 
from testing your willingness to gavel me quiet. 

Mr. Secretary, it is a pleasure to have you before us today. 

Mr. Latham. 5-minute rule. 

Mr. Olver. This is the third budget request you have presented 
to the subcommittee, making you an old hand at this dance. Your 
appearance comes at an important time. While the recession tech- 
nically ended over a year and a half ago, hundreds of thousands 
of families continue to struggle with the burden of underwater 
mortgages and a weak job market. 

As the Secretary of the Department of Housing and Urban Devel- 
opment, you are able to help families facing foreclosure and to 
make capital investments in housing infrastructure that creates 
jobs. 

I am particularly pleased to see that your fiscal 2012, budget re- 
quest strongly addresses the increased demand for housing assist- 
ance that stems from continuing high unemployment rates and the 
millions of foreclosures in the last 3 years. Specifically, the budget 
provides increases for the project and tenant-based Section 8 pro- 
gram, and fully funds these housing assistance programs. 

The budget request also makes a strong commitment to helping 
families that have lost their homes to come in off the street by in- 
creasing homeless assistance grants. As you know, there has his- 
torically been strong bipartisan support for this program among 
members of this subcommittee, and I hope that will be the case 
again this year. 
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I am also pleased that your budget embraces the VASH, home- 
less veteran program, obviously, by providing $75 million for addi- 
tional 10,000 vouchers. This funding is needed as veterans are over 
50 percent more likely than the average American to become home- 
less, and already over 11,000 veterans of Iraq and Afghanistan 
have found themselves on the street. 

This request represents the first time that HUD has included the 
VASH program in their request since this subcommittee originally 
provided funding to reactivate the program in fiscal 2008. You also 
provide good budget requests for elderly and disabled housing pro- 
grams, these two programs address the needs of two of our most 
vulnerable populations, and I look forward to hearing more about 
how you intend to use the reforms provided by two authorization 
bills at the end of the 111th Congress to more effectivity admin- 
ister those programs. 

Mr. Secretary, capital investments are provided throughout 
HUD’s budget, including the public housing capital fund. Native 
American block grants, CDBG, all of these create jobs that are vital 
to sustaining our economic recovery, and I hope you can enlighten 
us on the categories and numbers of such jobs. 

In addition, I am pleased to see that the fiscal year 2012 budget 
continues HUD’s commitment to the Sustainable Communities Ini- 
tiative. Through this initiative, HUD has led in promoting inter- 
agency cooperation and in breaking down the stove pipes that stifle 
innovative planning. Like you, I strongly believe that Federal dol- 
lars are most effectively utilized when local communities have the 
resources and the flexibility to determine what the right invest- 
ments mix of housing, transportation and economic and environ- 
mental infrastructure is in order to foster job growth. 

Lastly, while overall I believe you have put forth a strong re- 
quest that meets our need to support vulnerable families and help 
grow our economy, I am concerned that this budget is predicated 
upon the assumption that FHA’s loan program will result in almost 
$5.5 billion in receipts. As you well remember, each year the CBO 
has disagreed with the Department’s assumptions regarding FHA 
receipts, resulting in significant consequences for the level of re- 
sources this subcommittee was able to provide. I fear we may be 
in a similar situation again this year, and that an unfavorable 
CBO score could put many of the important investments you have 
proposed at risk. 

In my view, this budget request allows HUD to contribute to our 
economic recovery. And I greatly appreciate your leadership over 
the past 2 years, and am committed to working with you towards 
our shared goal of providing adequate affordability housing. 

I find it quite ironic that today and tomorrow the new majority 
is considering bills to end two of the homeowner assistance pro- 
grams that have been able to squeeze even minimal concessions out 
of the banks, apparently, solely, because the programs were started 
by President Obama. 

With that I yield back. 

Mr. Latham. I thank the gentleman. Do you have anything you 
want to say? Okay. 

Go ahead. I would love to hear your comments, your statement. 

Secretary Donovan. Thank you. Chairman Latham. 
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Mr. Latham. We are going to try to operate under — your entire 
statement will be in the record, but try to operate under the 5- 
minute rule if we can. Except for Mr. Olver. 

Mr. Olver. I stayed within it, didn’t I? 

Secretary DoNOVAN. Okay. I do have a statement that I think is 
somewhat longer than 5 minutes unfortunately, so I appreciate 
your 

Mr. Olver. I yield you my time. 

Secretary DoNOVAN. But thank you Chairman Latham and 
Ranking Member Olver for this opportunity to testify about HUD’s 
fiscal year 2012 budget proposal. This morning I would like to dis- 
cuss the investments it calls for to help America win the future by 
out-educating, out-innovating and out-building our competitors. I 
will also highlight the steps our proposal takes to improve how we 
operate HUD’s programs, and the tough choices it makes to ensure 
we take responsibility for our deficits. 

Mr. Chairman, in developing this proposal we followed three 
principles. The first is to continue our support for the housing mar- 
ket, while bringing private capital back. Two years ago, with the 
housing market collapsing and private capital in retreat, the ad- 
ministration had no choice but to take action. The critical support 
FHA provided has helped over 2 million families buy a home since 
that time, and nearly 1.5 million home owners refinancing to stable 
affordable products, with monthly savings exceeding $100 in most 
cases. 

While the Federal Housing Administration and Ginnie Mae will 
continue supporting the housing recovery in the year ahead, we 
must also help private capital return to the market. This is a proc- 
ess that HUD began many months ago, and I want to thank Con- 
gress for passing legislation last year to reform FHA’s mortgage in- 
surance premium structure. With this authority, FHA announced 
a premium increase of 25 basis points last month. 

Because of these reforms and others, FHA is projected to gen- 
erate approximately $9.8 billion in receipts for the taxpayer in fis- 
cal year 2011. Indeed, the reforms that are generating these re- 
ceipts today have set the stage for more private capital to return 
in the years to come, while ensuring that FHA remains a vital 
source of financing for underserved borrowers and communities. 

Just as importantly, Mr. Chairman, while HUD’s 2012 request is 
$47.8 billion in gross budget authority, because of FHA and Ginnie 
Mae receipts, the cost to the taxpayer for this budget is only $41.7 
billion, fully 2.8 percent below our fiscal year 2010 budget, and 
more than meeting the President’s commitment to a 5-year domes- 
tic discretionary spending freeze. 

Finally, in light of the vital role that FHA has been playing to 
address the foreclosure crisis, I also will mention for the House’s 
consideration today and tomorrow of H.R. 830 and 836, bills which 
would rescind the FHA refinance option for underwater borrowers 
and the Emergency Homeowners Loan Program for unemployed 
homeowners. These programs have the potential to help many 
homeowners having trouble making their mortgage payments 
through no fault of their own, and I would oppose passage of these 
bills, and urge the Members of this body to vote against these bills. 
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The second principle we used to develop our budget was to pro- 
tect current residents and improve the programs that serve them. 
While the median income of American families today is over 
$60,000, for families who live in HUD-assisted housing, it is 
$10,200 per year, and more than half are elderly or disabled. 

At the same time, having seen from 2007 to 2009, the largest in- 
crease in the history of HUD’s worse case housing needs survey, it 
is clear that the recession hits these families hard. That is why 80 
percent of our proposed budget keeps these residents in their 
homes and provides basic upkeep to public housing, while also con- 
tinuing to serve our most vulnerable populations through our 
homeless programs. 

Because the cost of serving the same families grows each year, 
protecting existing families in our programs required us to make 
tough choices with the remaining 20 percent of the budget, includ- 
ing the decision to reduce funding for the community development 
block grant, home investments partnerships, and new construction 
for HUD supported housing programs for the elderly and disabled, 
all cuts between five and 10 percent. 

These are difficult cuts. I saw for myself as a local housing offi- 
cial the difference these funds can make supporting senior housing, 
boys and girls club, YMCAs and other providers of critical commu- 
nity services. But American families are tightening their belts, and 
we need to do the same. 

At the same time, this budget makes a strong committee to doing 
more of what works and to stop doing what doesn’t. By including 
the Section 8 Voucher Reform Act in the budget we will simplify 
and streamline the voucher program and save $1 billion for the 
taxpayer over the next 5 years, while supporting the ability of pub- 
lic housing authorities in small towns and rural areas to better 
serve the working poor. 

Indeed, thanks to Congress’s work on the Hearth Act, the budget 
funds a new rural housing stability program that reflects the 
unique and growing needs in these communities. 

This budget also holds our partners accountable for the funding 
they have received from HUD. To fully fund the Public Housing 
Operating Fund, we require public housing authorities with excess 
reserves to contribute $1 billion. These resources were set aside so 
that our PHAs could continue operating during a rainy day, and I 
think we would all agree that rainy day is here. 

These efforts point to a broader commitment expressed through 
our Transportation Initiative to improving HUD’s programs. TI 
funds are replacing data systems in our largest program, housing 
choice vouchers, that date from the 1990s, so we can hold PHAs ac- 
countable for managing to their budgets, just like families and 
businesses are doing across the country. 

The flexibility TI provides has also allowed us, for the first time, 
to offer technical assistance across all our community planning and 
development programs and launch a new initiative to improve the 
financial management and accountability of troubled housing au- 
thorities. And by supporting research and evaluation and program 
demonstrations, TI improves HUD’s only accountability by identi- 
fying what we do well and what we need to do better. These needed 



6 


reforms allows us to propose increased investments in programs we 
know works, like the HUD-VASH program for homeless veterans. 

This effort is built on a solid body of evidence that permanent 
and supportive housing both ends homelessness and saves money 
for the taxpayer by putting an end to the resolving door of emer- 
gency rooms, shelters and jails. As such, this budget would increase 
funding for homeless programs by more than 29 percent over 2010 
to keep the President’s commitment to opening doors. The first 
Federal strategic plan to end homelessness which the administra- 
tion unveiled last June to end chronic and veteran homelessness by 
2015 and homelessness among families and children by 2020. 

All told, this combination of tough choices and needed reforms al- 
lows us to serve over 4.5 million families in our core rental assist- 
ance programs, and 86,000 more than we did in 2010. 

Our third and final principle for developing this budget is to con- 
tinue critical initiatives that have been part of our budget for the 
last 2 years, but in this fiscal climate to propose no new initiatives. 
The President has made clear that winning the future depends on 
America winning the race to educate our children. But that is not 
possible if we are leaving a whole generation of children behind in 
our poorest neighborhoods. That is why we worked with the House 
Financial Services Committee last year to pass Choice Neighbor- 
hoods legislation that was implemented in our budget, and have 
again proposed $250 million for 2012. 

This funding will allow communities to use the mixed use and 
mixed finance tools pioneered by Secretaries Jack Kemp and Henry 
Cisneros with the HOPE VI program to transform all the Federally 
assisted housing in a neighborhood. 

Similarly, insuring that America out-builds our competitors re- 
quires us to protect and preserve public housing for the future. 
Right now we are losing 10,000 units from our public housing stock 
every year. At the same time, there are billions of dollars of private 
capital sitting on the sidelines that could put tens of thousands of 
construction workers to work rebuilding this housing. 

That is why, Mr. Chairman, we have proposed a $200 million 
demonstration in our budget to preserve up to 255,000 public hous- 
ing units using long-term project based rental assistance contracts. 

Lastly, Mr. Chairman, American business, large and small, can- 
not out-innovate their competitors when their workers spend 52 
cents of every dollar they earn on housing and transportation com- 
bined, and moving products on our roads costs five times as much 
wasted fuel and time as it did 25 years ago. That is why we re- 
quest another $150 million for our Sustainable Communities Initia- 
tive which, implemented as part our fiscal year 2010 budget, helps 
regions and communities develop comprehensive housing and 
transportation plans that create jobs and economic growth. 

The demand for these kinds of innovations explains the extraor- 
dinary demand for our grant program. And it wasn’t just coming 
from our largest metro areas. Indeed, over half our regional grants 
were awarded to rural regions and small towns. 

And so, Mr. Chairman, HUD’s fiscal year 2012 budget proposal 
isn’t just about spending less. It is about investing smarter and 
more effectively. It is about out-educating, out-building and out-in- 
novating our competitors. It is about making hard choices to reduce 
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the deficit and putting in place much needed reforms to hold our- 
selves to a high standard of performance. But most of all, it is 
about the results we deliver for these people and places who de- 
pend on us most. 

For HUD, winning the future starts at home. And with this 
budget, I respectfully submit, of targeted investments and tough 
choices, we aim to prove it. Thank you. 

Mr. Latham. I thank you, Mr. Secretary. 

[The information follows:] 
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ll.s. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT 
WASHINGTON, DC 20410 


Written Testimony of Shaun Donovan 
Secretary of IJ.S. Department of Housing and Urban Development (HUD) 

Hearing before the House Transportation, Housing and Urban Development 
and Related Agencies Appropriations Subcommittee 
on 

HUD’s Fiscal Year 2012 Budget Request 
Thursday, March 10,2011 


Chairman Latham, Ranking Member Olver and Members of the Committee, thank you for the opportunity to 
testify today regarding the fiscal year 2012 Budget for the Department of Housing and Urban Development, 
Creating Strong, Sustainable, Inclusive Communities and Quality Affordable Homes, 

I appear before you to discus,s this Budget in an economic environment that is significantly improved from 
when the President took office. An economy that was shrinking is growing again - and instead of rapid job 
loss, more than a million private sector jobs were created in the last year. But we know there's still more 
work to be done to ensure that America and its workers can compete and win in the 21® century. And we 
have to take responsibility for our deficit, by investing in what makes America stronger and cutting what 
doesn't, and in some cases making reductions in programs that have been successful. 

HUD’s Fiscal Year 2012 budget tackles these challenges head on: by helping responsible families at risk of 
losing their homes and by providing quality affordable rental housing: by transforming neighborhoods of 
poverty to ensure we are not leaving a whole generation of our children behind in our poorest 
communities; by rebuilding the national resource that is our federally-assisted public housing stock and 
ensuring that its tenants are part of the mobile, skilled workforce our new global economy requires, and by 
leveraging private sector investments in communities to create jobs and generate the economic growth we 
need to out-innovate, out-educate and out-build the rest of the world. 

This budget also reflects the need to ensure that we are taking responsibility for our country's deficits. As 
a down payment toward reducing the deficit, the President has proposed a freeze on non-security 
discretionary spending for the next five years, cutting the deficit by $400 billion over 10 years and bringing 
this spending to the lowest share of the economy since President Eisenhower. Every department shares a 
responsibility to make tough cuts so there’s room for investments to speed economic growth. HUD’s fiscal 
year 2012 budget more than meets the President’s goal - the Department’s $47.8 billion in gross budget 
authority is offset by $6 billion in projected FHA and Ginnie Mae receipts credited to HDD's appropriations 
accounts, leaving net budget authority of $41.7 billion, or 2.8% below the fiscal year 2010 actual level of 
$42.9 billion. To maintain this commitment to fiscal discipline, we have protected existing residents and 
made the difficult choice to reduce funding for new units and projects, including cuts to the Community 
Development Block Grant, HOME Investment Partnerships, and new construction components of the 
Supportive Housing Programs for the Elderly (Section 202) and Disabled (Section 811). 
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And because winning the future also means reforming government so it's leaner, more transparent, and 
ready for the 21^1 century, we are also reforming the administrative infrastructure that oversees those 
programs. The Budget includes key provisions from the Section 8 Voucher Reform Act (SEVRA) legislative 
proposal that will simplify and rationalize the rent setting provisions of our three largest rental assistance 
program. The budget requests for Housing Choice Vouchers, Project-Based Rental Assistance, and Public 
Housing reflects a savings of about $150 million in the first full year and would yield over $1 billion in 
savings over the next half decade. Additionally, the Transformation Initiative — important funding and 
programmatic flexibility Congress provided in 2010 — will enable the Department to offer cutting edge 
technical assistance that improves the management and accountability of local partners, and conduct the 
kinds of research and demonstrations that ensure that we are funding what works and identifying what 
doesn't and what we need to do better. 

Responding to the Crisis 

Much has happened in the two years since HUD submitted its fiscal year 2010 budget. Only weeks before, 
the Bush Administration and Congress had taken dramatic steps to prevent the financial meltdown, the 
nation was losing 753,000 Jobs a month, our economy had shed jobs for 22 straight months and house 
prices had declined for 30 straight months. 

In the face of an economic crisis that experts across the political spectrum predicted could turn into the 
next Great Depression, the Obama Administration had no choice but to step in aggressively. The Federal 
Reserve and Treasury helped keep mortgage interest rates at record lows. Because low interest rates only 
matter if there are mortgages available at those rates, the Administration also provided critical support for 
Fannie Mae and Freddie Mac, while HUD’s Federal Housing Administration (FHA) stepped in to play its 
critical countercyclical role in helping to stabilize the housing market. The Administration proposed, and 
Congress enacted, a homebuyer tax credit to spur demand in the devastated housing sector. And we took 
steps to help families keep their homes - through mortgage modifications and FHA’s loss mitigation efforts. 

The results of these extraordinary but necessary actions are clear. More than 4.1 million borrowers have 
received restructured mortgages since April of 2009, including more than 1.4 million HAMP trial 
modification starts, more than 650,000 FHA loss mitigation and early delinquency Interventions, and 
nearly 2 million proprietary modifications under HOPE Now - more than twice the number of foreclosures 
completed in that time. The private sector has now created jobs for 1 3 straight months. 

HUD's careful and effective stewardship of $13.61 billion in American Recovery and Reinvestment Act 
(ARRA) funding has been essential to economic recovery. To date, HUD has obligated 99.6% of its ARRA 
grant and loan funds and expended over 63.5% of this funding - more than 5 months ahead of the 
aggressive timelines the Administration set down and to which the Vice President has held every 
Department accountable. These funds have led to the development and renovation of over 400,000 homes 
(Public Housing Capital Fund, Native American Housing Block Grant, Tax Credit Assistance Program, 
Community Development Block Grant, Lead Hazard Reduction and Healthy Homes grants). Through 
homelessness prevention assistance (Homelessness Prevention and Rapid Re-Housing Program/HPRP), 
local partners have prevented or ended homelessness for more than 850,000 people. Lastly, through the 
Lead Hazard Reduction and the Healthy Homes programs, over 3,800 children have been protected from 
lead paint-based hazards and other home health and safety risks. As a result of these activities, in the third 
quarter of calendar year 2010 alone, HUD ARRA recipients reported over 31,000 jobs saved or created. 


Winning the Future 

Now, having prevented our economy from falling into a second Great Depression, the Administration is 
focused on ensuring that America wins the future that makes strategic investments in our communities but 

2 
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also takes responsibility for our deficit For HUD, that meant using three core principles to develop our 
budget: 

1. Continuing to provide critical support for the housing market while bringing private capital back 
into the market; 

2. Protecting current residents - and improving the programs that serve them; and 

3. Proposing no new initiatives - while continuing to invest in initiatives that have been part of our 
budget the last two years and are critical to winning the future. 

As such, the Department’s budget for fiscal year 2012 follows the roadmap the President has laid out for 
keeping America at the forefront of the rapidly changing global economy. Specifically, this budget helps 
America: 

Out-Educate. America cannot out-educate the rest of the world if a lack of quality, affordable housing 
prevents Americans from accessing good schools in safe neighborhoods, or if homelessness threatens the 
schooling of a young child. That is why the budget continues to support the Choice Neighborhoods 
initiative (which links HUD's investments in housing to education funding provided through the 
Department of Education's Promise Neighborhoods initiative), and proposes to target housing vouchers — 
coupled with educational and other supportive services — to homeless and at-risk families with school age 
children. 

Out-Innovate. A clean energy economy is vital for America to compete in the new century. Through the 
Recovery Act's dramatic investments to green America's housing stock, HUD will improve the efficiency of 

245.000 HUD-assisted affordable homes, provide comprehensive energy retrofits that will reduce energy 
costs by as much as 40 percent in an additional 35,000 public housing units, and complete green retrofits of 

19.000 units of privately-owned, federally-assisted multifamily housing. The funding in this budget will 
continue to improve energy efficiency and save money for the taxpayer by allowing us to track and monitor 
energy use in our portfolio while we work more closely with the private sector to scale up energy retrofits 
that pay for themselves through loan products like the FHA PowerSaver and expanded FHA risk sharing. In 
addition, we will continue to partner with the Department of Energy to leverage weatherization assistance 
funds for many of these properties. 

Out’Build. The President's focus on repairing our existing infrastructure and building new ways to move 
people, goods and information will not only put people to work now, but also spur investments that build a 
stronger economy. Building on the successful Partnership for Sustainable Communities with the 
Department of Transportation and the Environmental Protection Agency, HUD’s budget includes $150 
million to create incentives for communities to develop comprehensive housing and transportation plans 
that aim to help regions and communities approach their infrastructure investments in a smarter and more 
strategic way and reduce the combined cost of housing and transportation for families. Just as we cannot 
compete in the new economy if we fail to rebuild our highways and transit systems, nor can we ignore the 
importance of affordable housing in communities. For this reason, the budget proposes a $200 million 
rental assistance demonstration to rehabilitate — cost-effectively — some of our most valuable affordable 
housing assets: America’s federally-subsidized affordable housing stock. We estimate that this proposal 
will leverage $7 billion in private debt and equity capital and, in the process, support significant job 
creation in communities across the country. 

Reform Government So that it's Leaner, Smarter, More Transparent, and Ready for the 21*^ Century. 
President Obama said in his State of the Union address that removing overlapping and contradictory rules 
and regulations is essential to generating economic growth. That's why we continue to make it our focus to 
improve and simplify the way HUD works with other agencies. The level of interagency cooperation with 
both our federal and non-federal partners is unprecedented - from the Sustainable Communities 
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Partnership (discussed above) to initiatives targeting housing and services to the homeless (with the 
Department of Health and Human Services and the Department of Education) to a multi-agency economic 
development initiative led by the Economic Development Administration in the Department of Commerce. 
This Department with support from HUD is committed to removing barriers to local Innovation at the 
federal level. Through our Transformation Initiative, HUD can continue to deliver the kind of cutting edge 
technical assistance and research that our local stakeholders are seeking to innovate and grow their 
economies and is critical to improving the management and accountability of HUD's local partners. Indeed, 
this improved partnership with local stakeholders also means holding them accountable for their use of 
federal resources. As noted, the Transformation Initiative is already supporting research and 
demonstrations that will allow the Department to closely monitor local strategies for expending taxpayers’ 
money. And through the newly instituted HUDStat internal reporting system (discussed further below), the 
Department is holding itself accountable for the funds it invests. 

Meeting Our Responsibilities 

The need for HUD's investments is clear. The devastating effect that the economic downturn has had on the 
housing circumstances of poor Americans was underscored in early February, when HUD released its 
Worst Case Housing Needs study results. HUD defines worst case needs as: renters with very low incomes 
who do not receive government housing assistance and who either pay more than half their income for 
rent, live in severely inadequate conditions, or both. The report showed an increase of 20 percent in worst 
case needs renters between 2007 and 2009. This is the largest increase in worst case housing needs in the 
quarter-century history of the survey, and caps an increase of 42 percent since 2001. These numbers show 
the scale of the challenge inherited by the Obama Administration, with a historic increase in need during 
the two years before we took office. Indeed, the critical housing assistance offered by HUD through the 
Recovery Act is a key part of HUD's response to this challenge. 

In short, this Budget will achieve .substantial results not only for vulnerable, low-income Americans but 
also for hard-hit local and state economies across the country. Us carefully targeted investments will 
enable HUD programs to: house almost 2.5 million families in public and assisted housing (over 60% 
elderly and/or disabled); provide tenant-based vouchers to more than 2.2 million households (over 45% 
elderly and/or disabled), an increase of over 86,000 from 2010; and nearly double the annual rate at which 
HUD assistance creates new permanent supportive housing for the homeless 


As in fiscal year 2011, HUD's fiscal year 2012 budget is structured around the five overarching goals the 
Department adopted in its Strategic Plan 2010-2015. These goals reflect the Department's— and my— 
commitment to 'moving the needle' on some of the most fundamental challenges facing America as we try 
to win the future. Indeed, every month, I hold HUDStat meetings on one or more of these goals, to assess 
progress and troubleshoot problems in order to: 1) ensure that HUD Is as streamlined and effective as 
possible in the way that we administer our own programs and partner with other federal agencies; and 2) 
hold our grantees accountable for their expenditure of taxpayers' hard-earned dollars. 


Goal 1: Strengthen the Nation's Housing Market to Bolster the Economy and Protect Consumers 

We project that FHA will continue to support the housing market, insuring $218 billion in mortgage 
borrowing in 2012. These guarantees will support new home purchases and re-financed mortgages that 
significantly reduce borrower payments. Over the last two years, FHA has helped over 2 million families 
buy a home - 80 percent of whom were first-time buyers. FHA also has helped nearly 1.5 million existing 
homeowners refinance into stable, affordable products, with monthly savings exceeding $100 in most 
cases. FHA financing was used by 38 percent of all homebuyers, insuring, along with the VA and federal 
farm programs, 81 percent of all loans to African Americans and 73 percent to Hispanics in 2009. But FHA 
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is also a vital resource for homeowners facing foreclosure. FHA's loss mitigation program minimizes the 
risk that financially struggling borrowers go into foreclosure. Since the start of the mortgage crisis, it has 
helped more than half a million homeowners. 

Paving the Way for Private Capital to Return 

ft is critical, however, that we pave the way toward a robust private mortgage market. This was a centra! 
goal of the Administration's recently released report on Reforming America’s Housing Finance Market, 
which proposed to wind down Fannie Mae and Freddie Mac, fix fundamental flaws the mortgage markets, 
better target the government's support for affordable housing, and provide choices for longer-term 
reforms. 

Taking steps to bring private capital back is a process that HUD began many months ago - and ! want to 
thank you for passing legislation in the last Congress to provide more flexibility to FHA's mortgage 
insurance premium structure. With this authority, FHA announced a premium increase of 25 basis points 
last month. 

Indeed, FHA has already taken significant steps to facilitate the return of private capital, making the most 
sweeping combination of reforms to credit policy, risk management, lender enforcement, and consumer 
protection in FHA history. These reforms have strengthened its financial condition and minimized risk to 
taxpayers, while allowing FHA to continue fulfilling our mission of providing responsible access to 
homeownership for first-time homebuyers and in underserved markets. 

FHA implemented a "two-step" credit score policy for FHA purchase borrowers. Purchase borrowers with 
credit scores below 580 are now required to contribute a minimum down payment of 10 percent. Only 
those with stronger credit scores are eligible for FHA-insured mortgages with the minimum 3.5 percent 
down payment. 

The goal of these reforms is to balance the need to provide access to our mortgage markets with the need 
to protect taxpayers from financial risk. That’s also why in October of 2009, we hired the first Chief Risk 
Officer in the organization's 75 year history - and last July, FHA received Congressional approval to 
formally establish this position and create a permanent risk management office within FHA, for which the 
Risk Officer is now Deputy Assistant Secretary. With this new office and additional staffing, FHA is 
expanding its capacity to assess financial and operational risk, perform more sophisticated data analysis, 
and respond to market developments. 

Further, FHA has strengthened credit and risk controls - toughening requirements on FHA’s Streamlined 
Refinance program, making several improvements to the appraisal process and to condominium policies, 
and implementing the two-step credit score policy discussed above. We are very grateful for the support 
that Congress has provided with our efforts to reduce fraud and risk. Through the $20 million Combating 
Mortgage Fraud funds that Congress granted HUD in FY2010. we have already begun to implement several 
risk management and systems modernization reforms to incorporate modern risk and fraud tools and 
counterparty data consolidation. 

Additionally, FHA introduced policy changes and improved lender oversight and enforcement to increase 
the quality of FHA insured loans. In April 2010, we published a rule eliminating FHA approval for loan 
correspondents and increasing net worth requirements for lenders, thereby strengthening FHA's 
counterparty risk management capabilities. 

As a result of these actions, FHA finds itself in a stronger position today. In particular: 

• The quality of loans made in 2009 and 2010— the years FHA has done the most significant volume— 
is much improved. FY 2010 is the highest quality FHA book-of-business on record. 
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• Credit score distribution continues to be significantly improved. The average credit score on current 
insurance endorsements has risen to nearly 700. And for the second straight quarter, average credit 
scores are equal across refinance and purchase books of business. 

• Loan performance, as measured by early period delinquency and seasonally adjusted serious 
delinquency rates, continues to show significant improvement ^ 

The Department is equally focused on assisting consumers throughout the homeownership process, from 
increasing their knowledge of the mortgage products they are considering to protecting them from fraud in 
any phase of that process. Accordingly, the budget also includes $168 million for housing and homeowner 
counseling through HUD and the Neighborhood Reinvestment Corporation (NeighborWorks). Over 4 
million households have benefited from housing counseling since April 2009. 


Goal 2: Meet the Need for Quality, Affordable Rental Homes 

With more than one-third of all American families renting their homes, it remains more important than 
ever to provide a sufficient supply of affordable rental homes for low-income families. 

Why HUD Investments are Vital 

While the median income of American families today is over $60,000, families who live in HUD-assisted 
housing have a median income of $10,200 per year - and more than half are elderly or disabled. The 
extraordinary vulnerability of residents in HUD-assisted programs is why we have chosen to protect the 
funding that houses these families. Indeed, fully 80 percent of our proposed budget keeps current 
residents in their homes and provides basic upkeep to public housing while also continuing to serve our 
most vulnerable populations through our homeless programs. 

HUD's 2012 budget requests $19.2 billion for the Housing Choice Voucher program to help more than two 
million extremely low- to low-income families with rental assistance live in decent, safe housing in 
neighborhoods of their choice. The budget funds all existing mainstream vouchers and provides new 
vouchers targeted to homele.ss veterans, families, and the chronically homeless, The Administration 
remains committed to working with the Congress to improve the management and budgeting for the 
Housing Choice Voucher program, including reducing inefficiencies, and re-aliocating Public Housing 

Authority 
voucher 
reserves 
on need and 
performance. 


based 


The majority of HUD's budget is required each year simply to hold ground^-keeping 
a#frent redjiwepw: /rt : tft and providing basic upkeep to the public housing stock:. 

In FY2012, 80% of HUD's budget request will be used to: 

Renew Existing Renta! Assistance/Operating Subsidies 
$33.71 billion 

Fund accrued capital needs of Public Housing | 
$2,405 billion 

Renew Existing Homeless Assistance Grants | 
$1.91 billion 



^ HUD's Annual Report to Congress Regarding the Financial Status of the FHA Mutual Mortgage Insurance Fund 
FY 2010 can be found at http://www.hud.gov/offices/hsg/rmra/oe/rpts/actr/20i0actr__subltr.pdf 
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Figure 1 

The Budget also provides $9.4 billion for Project-Based Rental Assistance to preserve approximately 1.3 
million affordable units through increased funding for contracts with private owners of multifamily 
properties. This critical investment will help extremely low- to low-income households to obtain or retain 
decent, safe and sanitary housing. Similarly, in combination with full funding of the Public Housing 
Operating Fund, 2 the $2.4 billion requested for the Capital Fund will help to preserve the over 1 million 
units within that program’s portfolio. 


Tough Choices: 

Putting Excess Public Housing Operating Fund Reserves to Work 

alsttholds our partners aeeountable for the funding they have i 1 1. t from HUD koclwnik 
nee^Semonstrated by the Worst Case Housing Needs survey clearly fundtn]|^e . 

mg Fund at $4.96 billion, we are requiring that public 

1 bi^jft from their excess reserves. Many PHAs These resoi in taavasetas 'h'*se 
thatifePHAscouldcontinuetoeffectively man I u* pi-i housingpu uevduung 

- and it is clear that rainy day is he r i- 


Outbuilding our Competitors: Rebuilding our Nation’s Affordable Housing Stock 
The preservation of critically needed 'hard units' of rental housing in this country is among our top 
priorities, particularly as the number of renter households with severe affordability issues has increased 
significantly in recent years. Our preservation agenda includes regulatory and administrative changes to 
make it easier for owners to preserve HUD-assisted housing as well as creating tools that will put the 
Department's .stock of affordable housing on sound financial and regulatory footing for the long-term. To 
this end, the Budget includes $200 million for a demonstration and rigorous evaluation of the conversion of 
up to 255,000 public housing units to some form of long-term project-based rental assistance contracts 
that will enable PHAs to leverage private debt and equity capital to make repairs. Through similar 
conversions, the demonstration will preserve 7,600 privately-owned, HUD-assisted units in so-called 
"orphan" programs at risk of leaving the affordable housing stock. This funding request will allow us, 
working with key stakeholders, to develop new preservation tools to help ensure that we protect our 
affordable rental housing stock. 

The President’s Budget also includes two revenue proposals to reform the Low Income Housing Tax Credit 
(LIHTC) that will complement the Department's overall preservation agenda: 

• Replace the current cap on household income at 60 percent of area median income with the option 
that properties serve households whose average income is no greater than 60 percent of AMI and 
with no individual household above 80 percent of AMI. These changes to the low-income 
occupancy threshold requirements will accomplish three things: (i) allow greater income-mixing at 
the project level, creating opportunities for workforce housing; (ii) help align LIHTC with HUD's 
and USDA's affordable housing programs (which define low-income at 80 percent of area median 
income); and (iii) lead to the creation of more units targeted to the lowest income households.'^ 


^ $1 billion of the amount needed to fully fund the Operating Fund at $4,962 billion represents excess reserves held by 
PHA.S, which have grown substantially over the past several years. The Department will ensure that PHAs have 
sufficient remaining reserves to stay on sound financial footing. 

^ it is important to note that this income averaging proposal would increase our ability to preserve HUD-assisted properties. 
69,224 households living in public housing and 23,271 households in multifamily housing have incomes above 60% of AMI. 
This proposal allows these units to be counted in basis, increasing the equity flowing to these projects for preservation. 
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• Make the 4% credit a more viable source of funding for the preservation of the federal affordable 
housing stock by allowing allocating agencies to give a limited number of qualifying properties a 
30% basis boost in the context of preserving, recapitalizing, and rehabilitating existing affordable 
housing, including housing targeted by our rental assistance demonstration as well as other 
programs. This means that a greater amount of equity could be raised per credit even at the higher 
yields required by investors for 4% investments, which in turn will generate more interest in LIHTC 
preservation deals within the investor and developer community. 

Finally, the Budget once again calls for funding of the National Housing Trust Fund (NHTF) at $1 billion. 

The recent Worst Case Housing Needs report underscores the reality that, since well before the recent 
recession, extremely low income renters (those whose household incomes are below 30 percent of median) 
face the most severe housing shortage and cost burden of any Americans. In addition, the report shows 
that for renters below 30 percent of area median income, the shortage of affordable and available units 
increased from 5.2 million to 6.4 million from 2007 to 2009, with just 36 affordable and available units per 
100 extremely low income renters in 2009, down from 44 units just two years prior. Enacted in 2008, the 
NHTF was designed to provide capita! resources to build and rehabilitate housing to fill this precise - and 
growing - gap in the nation’s rental housing market The Administration wants to work with Congress to 
provide this crucial funding. 


Goal 3: Utilize Housing as a Piatform for Improving Quality of Life 

HUD, as well as state and local policymakers and our private sector partners recognize that stable, 
affordable housing provides an ideal, cost-effective place to deliver healthcare and other social services 
focused on improving life outcomes for individuals and families. 

Out-Innovating: Solving Homelessness, Saving the Taxpayer Money 

Nowhere is this clearer than in the successful efforts in communities around the country to address 
homelessness. These efforts have yielded a substantial body of research, which demonstrates that 
providing permanent supportive housing to chronically ill, chronically homeless individuals and families 
not only ends their homelessness, but also yields substantial cost saving in public health, criminal justice, 
and other systems. 

This year, we have made a specific effort to target homeless veterans. As our young men and women 
return from Afghanistan and Iraq, they deserve to be treated with dignity and honor. Yet our nation's 
Veterans are fifty percent more likely than the average American to become homeless. More than 1 1,000 
service members returning from those wars have already been forced to live on the streets or in homeless 
shelters. And more Vietnam-era Veterans remain homeless today than troops who died during the war 
itself. Nowhere is our obligation to our citizens, and to those who have defended our nation, more 
important, more visible, or more urgently necessary than in our commitment to end homelessness. 
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IM PA€T Analysis: 

How HUD and the VA Are Partnering to End Veterans Homelessness 

The Homelessness Prevention and Rapid Re-housing Program, created by the Recovery Act, has 
helped local partners prevent or end homelessness for more than 850,000 people - including about 

18.000 veterans. And its effects havehad an equally innovative impact on how the Federal 
government responds to homelessness - particulariy veterans' homelessness. 

HUD and the Department of Veterans' Affeirs are collaborating on "HUD-VASH," which combines 
HUD's Housing Choice Voucher rental assismnce with VA^s case management and clinical services. 
This partnership is critical to ending veterans' homelessness. When President Obama was sworn 
into office, the program helped less than 1,200 veterans lease properties. One of the reasons 
veterans couldn’t use HUD-VASH vouchers was thatthey couldn't provide something as simple as a 
security deposit. 

HPRP helped many veterans overcome these kinds of obstacles to find a home, Bv the end of 2010. 
HUD-VASH had accelerated its pace of housing veterans bv nearly 20 times ~ helping more than 

21.000 veterans . 


As the outgoing Chair of the U.S. Interagency Council on Homelessness, I am pleased that this Budget 
provides over $2.5 billion to make progress toward the ambitious goals of Opening Doors: the Federal 
Strategic Plan to Prevent and End Homelessness, which was released by the Administration in June 2010. 
Opening Doors establishes a five-year timeline for ending chronic and veteran homelessness and commits 
to ending family and youth homelessness over a decade. This budget will enable our stakeholders to make 
substantial progress on these ambitious timelines. It includes: 

• Over $2.3 billion for Homeless Assistance Grants to maintain existing units and expand prevention, 
rapid-re-housing, and permanent supportive housing: 

• $145 million in new housing vouchers and related administrative fees for over 19,000 homeless 
veterans and other homeless individuals and families who receive education, health care and other 
services through the Departments of Education (DoE), Health and Human Services (HHS) and 
Veterans Affairs (VA). 

• $50 million to test new incentives — including service coordinators and special payments — to 
encourage housing authorities and private landlords to serve more homeless persons. 

These funding increases will enable HUD to assist approximately 78,000 additional homeless individuals 
and families. 

The Budget also provides a total of $953 million for the Housing for the Elderly (Section 202) and Housing 
for Persons with Disabilities Programs (Section 811). This not only preserves assistance in all existing 
units, but also includes $499 million for new construction to respond to the overwhelming demand among 
low-income elderly, including frail elderly, and disabled individuals for affordable housing that allows them 
to continue living independently in the community. The Administration remains committed to further 
updating and reforming these crucial programs, building on a foundation that was provided by two 
bipartisan bills passed in the 111th Congress. Those bills offered key steps forward - for Section 811, 
authorizing HUD to provide operating-assistance-only funding through States which demonstrated an 
integrated health care and housing approach to serving disabled households and for Section 202, 
authorizing key preservation tools including new Section 8 contracts to maintain long-term affordability on 
aging properties. In 2012, the Administration will have in place the framework to ensure that these 
programs better leverage other housing and health care resources, afford streamlined processing to 
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improve timeframes, and are targeted to elderly and disabled individuals who can best benefit from 
affordable housing. 


Tough Choices: 

Reduced funding for Section 202 and 811 New Construction 

VVliilc tne biul^ iirovide&nearlyahalf billion for new constructioi n the 2Q2aQdSll programs, 
this does tepr1e$imta 15 percent cut from liUD's FY 201D enacted, (oven t it* progress of prognm 
relorms pair(^;1»/!th the overwhelming iici d for affordable housing 
populations, are difHcult cuts But v\ith the propos‘ed reforms ilUD\ Hfinkwaysto 
maxim 17 Af i w (.onstruCQoti funds 

— ...out 1 s. C,i 


Goal 4: Build Inclusive Sustainable Communities Free from Discrimination 

Each year HUD dedicates approximately a quarter of its funds to the capital costs of housing and economic 
development projects throughout the country, which become even more critical for communities hardest 
hit by our country’s economic downturn. As with HDD's rental assistance programs, HUD’s capital grants— 
including the Public Housing Capital Fund, HOPE VI capita! grants, 202 capital advances, 811 capital 
advances, CDBG, HOME, HOPWA and ESG — tend to assist areas of great need. For example, 61 percent of 
HUD capital dollars are invested in cities and counties with an unemployment rate greater than the 
national average. Indeed, the average HUD capital dollar is dedicated to a city or county with an 
unemployment rate of 10.5 percent, nearly one full percentage point above the national unemployment 
rate. 

Through these grants, HUD and its partners are able to provide better opportunities for people living in 
neighborhoods of concentrated poverty and segregation, and offer choices that help families live closer to 
jobs and schools. These priorities reflect a core belief: when you choose a home— you also choose 
transportation to work, schools for your children, and public safety. You choose a community— and the 
amenities available in that community. Programs such as the Community Development Block Grant 
(CDBG), the Rural Innovation Fund, and Choice Neighborhoods are targeted to areas of need, to provide 
locally-driven solutions to overarching economic development challenges. 

Strategic Investments in America's Economic Future: the Community Development Block Grant (CDBG) 

The Budget's proposes a 7.5 percent reduction in CDBG funding, relative to the FY 2010 appropriated level 
for CDBG formula program. This reduction acknowledges two realities. The first is the need to take 
responsibility for our deficit, even if it means reducing support for important, effective programs such as 
CDBG. Second, it demonstrates the Administration's continued commitment to assisting local governments 
and states in improving living conditions in low- and moderate-income neighborhoods across the country. 

As the Federal government’s primary community development program, CDBG serves as the backbone of 
state and local community and economic development efforts. In FY 2010, CDBG was estimated to reach 
more than 7,250 local governments through various components of the CDBG Programs - the Entitlement 
Communities Program, the Urban County Program, the State Program, and the Insular Area Program. In FY 
2010, CDBG investments directly created 19,293 jobs, not including any indirect effect on additional jobs. 
More than 109,000 households received some form of housing rehabilitation assistance. More than 10 
million people benefited from CDBG-funded public service activities and more than 4 million benefited 
from CDBG-financed public improvements. 
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State and local governments are facing unprecedented budget shortfalls and fiscal constraints. These 
constraints make CDBG funding more essential than ever for local communities: CDBG funding is 
increasingly one of the few resources available at the local level to support housing rehabilitation, public 
improvements and economic development assistance - despite growing needs, local governments have 
often had no choice but eliminate some of these activities from their own budgets. 


Tough Choices: 

Reducing funding for CDBG, HOME and the University Community Partnership 

This Budget 1 educes unding for the Community Development Block Grant (CDBCQ by 

and HOME Investment Partnerships by 9-5 percent or'$i7S^nrffiiGtfi, 
re^jiding levels^ while eliminating funding for the Umversily CdDM^liity 
^'4He Budget does provide $5.5 billion in CDBG and HOMI funds-*^bstaotial 
|dL allow State and local grantees to improve mfrastruciure build aw< reha.i 
^ovide rental assistance, and crea% and retain |obs-*^(hesear94}R)( ultciit 
i4 financial challenges states and locaiiLies are facing But Americabl inKlit.'. 
Tjelts -- and we need to do the same^ 



Outbuilding the Rest of the World: Sustainable Communities 

Attracting new businesses to our shores depends on urban, suburban and rural areas that feature more 
housing and transportation choices, homes that are near jobs, transportation networks that move goods 
and people efficiently, all while lowering the cost and health burdens on families, businesses and the 
taxpayer. Unfortunately, today, congestion on our roads is costing us five times as much wasted fuel and 
time as it did 25 years ago, and Americans spend 52 cents of every dollar they earn on housing and 
transportation combined. 

Communities from Dalla.s to Salt Lake City have demonstrated that by better linking housing, 
transportation and economic development, parents can spend less time driving and more time with their 
children; more families can live in safe, stable communities near good schools and jobs; more kids can be 
healthy and fit; and more businesses have access to the capital and talent they need to grow and prosper. 
Indeed, communities that have planned for growth by linking these together have a built-in competitive 
edge when it comes to attracting the jobs and private investment they need to win the future. 

Regions across the country understand this, which is why this budget continues one of the most 
groundbreaking cross-agency collaborations in recent history: the Partnership for Sustainable 
Communities, which includes HUD, DOT and EPA. 

When the Obama Administration announced the availability of regional and local planning grants for 
sustainable communities, demand was extremely high, as we received applications from all 50 states and 
two territories ~ from central cities to rural areas, .small towns and tribal governments. Over half of HUD’s 
Sustainable Communitie.s Regional Planning Grants were awarded to regions with populations less than 
500,000 and rural places with fewer than 200,000 people. And of the 62 planning grants awarded jointly by 
HUD and the Department of Transportation almost 30 percent went to rural communities. 

At a time when every dollar the Federal government invests in jumpstarting the economy is critical, the 
Partnership helps ensure that a!! agencies are coordinating efforts and targeting resources more 
strategically. Reflecting this new collaboration, the initial round of grants was Judged by a multidisciplinary 
review team, drawn from eight federal agencies and from partners in philanthropy. We have heard clearly 
from local businesses and elected officials that the joint grants supported by the Partnership are helping 
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them achieve their own local visions: working across their own jurisdictional lines to coordinate land use, 
housing, and transportation investments on regional and community levels; creating more sustainable 
development patterns that reduce the crushing financial housing and transportation cost burden too many 
working families face today; and putting in place an infrastructure that will make them competitive in the 
global, 21*' century economy. 

HUD's 2012 budget requests another $150 million to create incentives for more communities to develop 
comprehensive housing and transportation plans that result in jobs, economic growth, easier commutes 
and more efficient transport of goods. Up to $5 million will be used to develop more sophisticated data 
tools to help owners and operators identify and implement energy efficiency measures that can lower the 
cost of heating, cooling and lighting in their HUD-assisted properties. 


IMPACT Anal3^is: 

How Sustainable Communities Funding Creates Jobs: 

In the fall of 2010, HUD and the Department of Transportation awarded nearly $170 million in 
planning grants to regions and communities across the country. HUD awarded a $3.7 million 
regional grant to a consortium of public and private partners in Austin, Texas, which is developing 
a long-range regional transportation plan connecting a network of 37 mixed-use, mixed-income 
communities closely linked to transit and job centers. Specifically, with this planning grant, the city 
intends to build a trucking/air/rail transportation hub near the Austin International Airport that 
will employ 2,000 people from the region. In addition, Austin's use of these funds will help 3,000 
small, family-run businesses expand or open a second location contingent on each of these 
businesses hiring 1 new worker who has been unemployed for a year dr more. This will create an 
additional 3,000 jobs in an area of the country where small businesses are the major driver of 
growth. Lastly, with the expertise of private, higher education and public partners, the consortium 
is using the grant to redevelop up to ten strategically located properties for workforce housing and 
small businesses, directly and indirectly creating as many as 2,000.additional jobs. 

Austin's Department of Economic Growth and Redevelopment Services estimates that HUD's grant 
yytil help crecfte at least 7.000 permanent jobs and thousands miLreMthe constm^^^ 
senetAtimatiadmoml lllbiniQuofeconomicgrowthovert^^^ 

taxpqyer $1.25 billion through better connected housing and businesses, more people employed 
and fewer people dependent on government services. 


Out-educating the Rest of the World: Choice Neighborhoods 

The President has made clear that winning the future depends on America winning the race to educate our 
children. But that's not possible if we are leaving a whole generation of children behind in our poorest 
neighborhoods. That is why the budget also brings federal partnerships to connect historically isolated 
people and neighborhoods to local, regional, and national economies by providing a third year of funding 
($250 million] for another signature element of the Administration's place-based approach - the Choice 
Neighborhoods initiative. 

Choice Neighborhoods builds upon the HOPE VI program launched by previous HUD Secretaries Jack Kemp 
and Henry Cisneros and congressional champions like Senators Kit Bond and Barbara Mikulski. HOPE VI 
restored the most severely distressed public housing across America and did so while leveraging double 
the government investment in additional private development capital. Choice Neighborhoods will continue 
transformative mixed-finance investments in high-poverty neighborhoods where distressed HUD-assisted 
public and privately owned housing is located, it will bring private capital and mixed-use, mixed income 
tools to transform affordable housing in 5 to 7 neighborhoods with grants that primarily fund the 
preservation, rehabilitation and transformation of HUD-assisted public and privately-owned multi family 
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housing. Like HOPE VI. it will also engage the private sector and the "third sector" of non-profits, 
philanthropies and community development corporations who have become some of our most 
sophisticated affordable housing developers and important civic institutions. 

Choice Neighborhoods is a central element of the Administration's inter-agency strategy to provide local 
communities with the tools they need to revitalize neighborhoods of concentrated poverty into 
neighborhoods of opportunity. This strategy requires HUD, the Department of justice, the Department of 
Education, the Department of Health and Human Services, and other agencies to work together, co- 
investing, and pooling their expertise as part of a focused Neighborhood Revitalization Initiative where 
local actors can seamlessly integrate diverse federal funding streams to tackle complex problems. In 
particular, through partnerships with Education's Promise Neighborhoods initiative. Choice 
Neighborhoods will help ensure that the President’s commitment to out-educating the rest of the world 
applies to every child in America, regardless of their neighborhood or the kind of housing they grow up in. 

The Department's administration of the first rounds of funding for Choice Neighborhoods and the 
Sustainable Communities Regional and Community Challenges grants exemplify how our practices 
generate effective partnerships with local housing and community development efforts. In the past, many 
federal grant programs followed a rigid, top-down, 'one-size fits all' approach that dictated what local 
policymakers could and could not do rather than listening to them and providing the tools they needed to 
meet local needs. Having served in local government myself, I am committed to a collaborative approach 
responsive to local needs - and believe the results thus far demonstrate that we are making good on that 
commitment. 

Ensuring Rural Communities Can Compete in a 2P^ Century Global Economy 

The Administration has placed a significant emphasis on ensuring that America's rural communities are 
competitive in the century economy. Rural communities generally have less access to public 
transportation, along with higher poverty rates and inadequate housing. This Administration recognizes 
that residents of these communities also face unique challenges when it comes to accessing health care, 
grocery stores, and adult education opportunities, among others. 

HUD currently invests billions of dollars in rural communities through its core rental assistance programs 
and block grants. The State CDBG program uses 30% of annual CDBG funding for non-entitlement areas 
across the country. Because small towns and rural areas often lack the basic modern infrastructure that 
citizens in larger communities can take for granted, states annually spend over 55% of their CDBG funds on 
basic public improvements such as water and sewer lines, paved streets and fire stations. And because 
rural communities need good jobs to sustain themselves, one out of every eight State CDBG dollars is spent 
on economic development, in FY 2010, State CDBG funds created or retained over 12,000 jobs for lower- 
income rural Americans. 

In addition to the special category of funding we created for small towns and rural places in the 
Sustainability Regional Grant program, this budget requests $790 million to fund programs that are 
specifically targeted to housing and economic development activities in rural communities including: 

* $25 million for the Rural Innovation Fund to support innovative approaches dedicated to 

addressing the problems of concentrated rural housing distress and community poverty through 
comprehensive community development, housing and economic development activities. The fund 
builds on the Rural Housing and Economic Development program which has built and rehabbed 
over 17,000 homes, created credit unions and business incubators that have helped more than 
2,000 businesses get off the ground, and supported housing counseling and homeownership 
programs - over the last decade creating 13,000 jobs, providing job training to nearly 38,000 
people and leveraging more than three times the quarter billion dollars HUD has invested in this 
program in other public and private funds providing an excellent return for the taxpayer. With the 
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Rural Innovation Fund, we will support these kinds of efforts on the larger scale these challenges 
require. 

• $25 million for the Rural Housing Stability Program to assist homeless persons in rural 
communities. Since 2010, HUD has provided targeted Homeless Assistance Grants to persons living 
in small communities through a set-aside. As part of the Homeless Emergency Assistance and 
Rapid Transition to Housing (HEARTH) Act, the Rural Housing Stability program was specifically 
authorized in order to provide housing, training, and services for homeless individuals and families, 
as well as those families at risk of becoming homeless. 

• $782 million to fund programs that will support housing and development initiatives in American 
Indian. Alaska Native, and Native Hawaiian communities. As the single largest sources of funding 
for housing Indian tribal lands today, HUD initiatives in Indian country continue to have some of the 
Department’s most successful track records. Programs like Indian Housing Block Grants, Indian 
Home Loan Guarantees, and Indian Community Development Block Grants support development in 
remote areas where safe, decent, affordable housing is desperately needed. HUD also directly 
supports housing and economic development initiatives in remote areas of Hawaii, through the 
Native Hawaiian Housing Block Grant Program and Native Hawaiian Loan Guarantee Program, 

Winning the Future: A Successor to Empowerment Zones 

The Budget also includes a multi-agency initiative, Growth Zones, to assist communities in using their funds 
more effectively to support job creation — an improved successor to the Empowerment Zones that expire 
this year. Coupling targeted tax benefits and grant funding, the Budget supports the launch of an 
interagency effort led by the Department of Commerce's Economic Development Administration (EDA), 
and supported by HUD and the Department of Agriculture. In addition, the Budget also supports another 
interagency effort with EDA that helps communities to better employ the Federal investments they already 
receive (such as CDBG and HOME), promote high-impact strategies, and build the local capacity needed to 
execute those strategies in economically distressed areas. This effort will enable these communities to 
create more effective partnerships with businesses and non-profits that will attract critical private 
investments to promote job creation. With leveraged support from HUD, other Federal agencies, and the 
philanthropic community, the Federal Government offers targeted EDA funds, technical assistance, and a 
National Resource Bank - a "one-stop shop" of experts that communities can draw upon for a full range of 
services, including fiscal reforms, re-purposing land use, and business cluster and job market analysis. 

Inclusive Communities for All 

Finally, a sustainable community is one in which all people— regardless of race, ethnicity, religion, sex, 
disability, or familial status — have equal access to housing and economic opportunities. Throughout its 
portfolio of programs, HUD is committed to maintaining that inclusivity and providing accountability in 
housing and lending practices nationwide. Through inclusive development, education, enforcement of fair 
housing laws, and participation of historically underrepresented populations in HUD policies and planning, 
HUD will affirmatively further fair housing and the ideals of an open society. To that end, the Department 
is requesting $72 million — $11 million more than the fiscal year 2011 request — to support the division of 
Fair Housing and Equal Opportunity's administration of the Fair Housing Initiative Program (FHIP) and 
Fair Housing Assistance Program (FHAP). 

Goal 5: Transform the Way HUD Does Business 

Winning the future means reforming government so it's leaner, transparent, and ready for the 21^' century. 
While HUD programs make a big difference in the lives of ordinary Americans, this Administration is also 
committed to making government more efficient, more effective and more accountable. Particularly in 
today's tight fiscal environment, the need for responsible budgeting has never been greater - and making 
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smart, responsible choices depends on quality information. That is why this Budget demonstrates a strong 
commitment to conducting the research and collecting the data we need to understand what works, what 
doesn't, and what we need to do better - so that HUD can better serve the American people, better protect 
the American taxpayer and better partner with communities to meet the challenges of the decades ahead. 

The Budget provides up to $120 million for the Transformation Initiative (T!) Fund. In fiscal years 2010 
and 2011, thanks to the T1 Fund, HUD begantofundamentally alter how we approached our investments 
in delivering technical and capacity-building assistance, conducting research demonstrations, and 
maintaining and upgrading our IT systems so that we can hold ourselves and our local partners 
accountable for the outcomes needed to achieve the Department’s strategic goals. 

More of What Works and Less of What Doesn't: Research and Demonstrations 

A key element of HUD's transformation strategy is to provide a predictable stream of funding for high 
quality research and evaluation that can inform sound policymaking. Allocating a small increment of 
program funds to this account will enable HUD to subject programs continuously to rigorous evaluation. 
Absent investment in key evaluations, demonstrations and analysis, HUD's capacity to support program 
refinement, measure progress toward goals and engage in robust policy development is extremely limited. 
This new era of evidence-based policymaking demands that HUD build back its internal research capacity 
and work in partnership with the research community to evaluate existing programs and design new policy 
approaches to solving America’s housing and community development challenges. 

The Research, Evaluation, and Performance Metrics initiative will supplement Research and Technology 
(R&T) appropriations in order to provide the nation’s basic infrastructure of housing data. The more 
careful and scientific approach enabled by these additional research investments will highlight for 
policymakers what works and what needs reform. Systematic research enables HUD to monitor results 
and undertake timely modifications of programs and policies that fail to produce results. A component of 
this research and evaluation will develop the right set of metrics to track program performance between 
evaluations to inform management decision-making. In fiscal year 2010, the Department was able to 
supplement a $48 million R&T appropriation with $26 million in Transformation Initiative Research, 
Evaluation, and Program Metrics funds. This funding permits the Department to determine how certain 
program functions ought to cost or ought to operate. 

For example, the current allocation method for Housing Choice Voucher (HCV) administrative fees Is not 
based on rigorous and objective studies, and may over-compensate some public housing agencies (PHAs) 
while underfunding others. The Department has used Tl funds to develop a careful examination of the 
costs of administering the HCV program at high-performing and efficient PHAs in a wide variety of 
communities. 

For fiscal year 2012, the Department anticipates approximately $25 million to be allocated for research 
projects. HUD's proposed transformational approach to research would also inform the decisions of a 
broad network of public and private sector actors. A key feature of the new approach is to partner with 
other Federal agencies, such as the Departments of Transportation and Energy, and the Environmental 
Protection Agency, on research topics of mutual interest HUD will again confer with 0MB and the 
appropriate Congressional Appropriations and Authorizing committees before finalizing the research 
agenda for funding under the Transformation Initiative. Combined with efforts already in progress, HUD 
expects that this research will both improve program effectiveness and generate savings over time. 

An additional strategic thrust of the Transformation Initiative was to enable HUD to design and execute a 
series of major research demonstrations. These trials of new program ideas provide a controlled 
mechanism to improve programs and help state and local governments develop more effective strategies 
for housing and community and economic development. Demonstrations are necessary to test innovative 
program approaches to improve the delivery and reduce the cost of public services. In short, well-run 
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demonstration programs — such as the jobs Plus, Moving to Opportunity, and Effects of Housing Vouchers 
on Families demonstrations of the early 1990s — enable the federal government and our local partners to 
fund what works, and defund what does not. However, demonstrations generally require funding over 
several years and often allow waiver of program rules when conducted to pilot ideas for existing program 
changes. Flexible funding may be needed to cover design resources, additional program costs, such as 
incentives for participating households, and evaluation of the impacts over several years. 

Using funding flexibility granted in fiscal year 2010, HUD launched important demonstrations to test policy 
interventions in the Family Self Sufficiency (FSS) program, rent reforms in our major rental assistance 
programs, and the first round of Choice Neighborhoods grants, among others. For instance, the FSS 
program encourages public housing tenants to increase earnings by allowing them to set aside the rent 
increases they would otherwise pay to further specific goals, such as education and homeownership. TI 
funds will be used to test whether this is a cost-effective approach to increasing self-sufficiency that can be 
taken to scale. HUD anticipates allocating $15 million in fiscal year 2012 T! funding to program 
demonstrations, and, as in fiscal years 2010 and 2011, HUD will confer with both the House and Senate 
Appropriations committees before finalizing planned demonstrations under the Transformation Initiative. 
These demonstrations will, in conjunction with HUDStat, be critical for informing funding decisions, as well 
as the re-engineering and streamlining of business processes and procedures in HUD’s programs. 

2P^ Century Technology to Protect the Taxpayer's Investment 

Funding for Information Technology (IT) modernization and development is not requested under the Tl 
Fund for fiscal year 2012. Having assessed the fiscal year 2010 planning and implementation efforts, HUD 
has determined that funding these activities under the Working Capital Fund in fiscal year 2012 will allow 
the Department to better align the account structure and decision-making process with budget planning 
and investment lifecycle management policies. Within the Ti Fund, HUD will utilize significant balances 
from fiscal year 2010, as well as funds available in fiscal year 2011, to continue the execution of priority IT 
development, modernization, and enhancement efforts, including FHA Transformation and the Next 
Generation Voucher Management System. 

The FHA Transformation project involves the development of a modern financial services IT environment 
to better manage and mitigate counterparty risk across all of FHA’s Insurance Programs. The system will 
minimize the exposure of our Insurance Funds and support the restoration of the capital reserve ratio to 
congressionally mandated levels by enabling risk detection, fraud prevention and the capture of critical 
data points at the front-end of the loan lifecycle. More simply put - FHA Transformation will enable HUD to 
identify trends, and seamlessly take action, before problems occur. This approach will protect consumers 
and the economy by ensuring that safe underwriting standards are adhered to, as FHA approaches $1 
trillion of Insurance-in-Force. Importantly, FHA Transformation will also allow HUD to start the careful 
process of migrating relevant portions of our legacy applications, most of which were built in a 1970's era 
programming language, to a more cost-effective platform. 

The Next Generation Voucher Management System (NGVMS) performs a Department-wide reengineering 
of the current voucher management business models and processes. NGVMS will replace 20-year-old legacy 
systems and Excel-based budget spreadsheets with a solution that establishes uniform processes and a 
standard set of rules and regulations that support all of HUD's rental assistance programs. The system will 
support enhanced budget planning and forecasting capabilities, improve grantee reporting and data 
integrity, and ensure that programs comply with the requirements of the selected provisions from the 
proposed Section 8 Voucher Reform Act (SEVRA). 

In addition to improving systems that support HUD's programs, the agency is also investing in technology 
to improve HUD’s administrative processes. For example, the HUD Integrated Acquisition Management 
System (HIAMS) will automate all phases of the acquisition lifecycle to create greater accountability and 
transparency, as well as enable timely processing of procurement actions. The agency's current process is 
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manually intensive and highly susceptible to errors. HIAMS will reduce processing inefficiencies, increase 
visibility into the acquisition process, and enable HUD to obtain services faster. The system utilizes the 
most widely adopted federal acquisition management software, a solution that is currently used by more 
than 80 organizations across the civilian, intelligence and defense sectors. 

Reforming Government and Improving Accountability with Cutting-Edge Technical Assistance 
The community development field is evolving to a more comprehensive, sustainable approach to 
neighborhoods and cities. As noted, HUD has embraced this change with new initiatives like Sustainable 
Housing and Communities, Choice Neighborhoods, and the Neighborhood Stabilization Program. In order 
to realize this expanded vision, the nation needs local practitioners— both local government and non-profit 
partners— who understand a more comprehensive approach, who can use current technology to assess 
needs and to measure success, and who have modem skills to deliver results and save money for the 
taxpayer. 

The Transformation Initiative recognizes that enhanced and focused information, and more targeted 
support for grantees, will result in better program administration and more integrated planning and action 
that cross programs and jurisdictions. Effective responses to urban and housing challenges increasingly 
require coordination and awareness of diverse areas of knowledge: housing finance as well as land use 
planning: economics as well as energy efficient design; community development as well as transportation 
planning: accessible design as well as job creation strategies. 

The Transformation Initiative is helping HUD to develop a new level of technical assistance and capacity 
building to federal funding recipients. Traditionally, HUD has delivered compliance-oriented technical 
assistance, funded through individual program accounts that ensure grantees are fully aware of the rules 
governing HUD's disparate programs. HUD's fiscal years 2010 and 2011 budgets proposed rolling these 
accounts into one broad technical assistance effort to be funded from global transfers to the T1 Fund. 
Centra! funding through the Transformation Initiative has allowed the Department to develop 
comprehensive technical assistance efforts that focus on skills needed to improve program outcomes, 
rather than merely reinforcing program compliance. 

In the 2012 Budget, HUD once again requests discretion to target technical assistance funding to those 
programs that need it most based on the capacity of current grantees, new program requirements [e.g,, the 
continued implementation of the HEARTH Act, or implementation of new programs such as Choice 
Neighborhoods or Sustainable Housing and Communities), broader economic and social imperatives (e.g., a 
spike in homelessness, or the impact of high energy and housing costs on housing affordability), or 
unanticipated crises (e.g,, natural disasters). In order to ensure that these critical but limited resources are 
targeted appropriately, HUD will continue to evaluate the technical assistance needs of its grantee 
communities in fiscal year 201 1 with Transformation Initiative funds and build on those findings with 
funds from fiscal year 2012, 

In particular, HUD will pilot a new approach— involving twelve other agencies including the White House- 
aimed at improving the capacity of local governments in chronically distressed cities and developing 
partnerships to support job creation and economic development. Many of the cities that have historically 
driven America's economic growth are now amongst its most economically distressed. These cities have 
struggled to return to a place of economic productivity and opportunity after decades of industrial 
decline— a challenge exacerbated by the recent economic downturn. This initiative is designed, not to 
provide additional funding, but instead to ensure that communities are using the resources already 
available to them more effectively and efficiently so they can compete in the global economy. 

As part of this effort, the Transformation Initiative will support the creation of a National Resource Bank 
(NRB). The Bank is so named because it will be a repository of technical assistance for local governments 
across the nation, but will not provide direct financial resources. The NRB will align and aggregate public 
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and private funds to provide cities tailored technical support through a “one-stop-shop" of national experts 
with wide-ranging skills that are critical for economic development. These include fiscal reforms, 
repurposing land use, and business cluster and job market analysis, to name a few. The NRB will help lay 
the foundation for economic recovery and transformation in these cities through truly place-based support 
that leverages existing strategic partnerships between local governments, federal regional office staff, and 
the philanthropic community and helps to foster further linkages for the long-term benefit of these cities. 
The local demand for the capacity-building assistance that the NRB will provide is broad and sustained. 
Cities have had few options for building organizational capacity since the 1970s, and recent budget cuts 
have created even greater strains on capacity at the same time that local challenges are growing more 
complex. The NRB will play an essential role in helping to coordinate and direct Federal technical 
assistance functions at a time of severe local government need. 


Conclusion 

Mr. Chairman, this Budget reflects the Obama Administration's recognition of the critical role the housing 
sector must play for the nation to out-build, out-educate and out-innovate our competitors. Equally 
important, it expresses the confidence of the President in the capacity of HUD to meet a high standard of 
performance. 

Given the economic moment we are in, HUD’s FY 2012 budget proposal isn't about spending more in 
America's communities - it’s about investing smarter and more effectively. 

It’s about making hard choices to reduce the deficit - and putting in place much-needed reforms to hold 
ourselves to a high standard of performance. But most of all, it’s about the results we deliver for the 
vulnerable people and places who depend on us most. 

1 believe winning the future starts at home - and with this budget of targeted investments and tough 
choices that 1 respectfully submit, we aim to prove it. Thank you. 
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Biography: Secretary Shaun Donovan 

On January 26, 2009, Shaun Donovan was sworn in as the 15th United 
States Secretary for Housing and Urban Development. He has devoted his 
career to ensuring access to safe, decent, and affordable housing and he 
will continue that effort in the Obama Administration. Secretary Donovan 
believes that America's homes are the foundation for family, safe 
neighborhoods, good schools, and solid businesses. He has a strong 
commitment to make quality housing possible for every American. 

Secretary Donovan previously served as Commissioner of the New York City Department of 
Housing Preservation and Development (HPD). He created and implemented HPD's New 
Housing Marketplace Plan to build and preserve 165,000 affordable homes, the largest municipal 
affordable housing plan in the nation's history. His work at HPD included the New York City 
Acquisition Fund, an award-winning collaboration with foundations and banks to finance 
affordable housing; an innovative inclusionary zoning program; an ambitious supportive housing 
plan; and the Center for New York City Neighborhoods, one of the earliest responses to the 
foreclosure crisis. Before his service as HPD Commissioner, Secretary' Donovan worked in the 
private sector on financing affordable housing, and was a visiting scholar at New York 
University, where he researched and wrote about the preservation of federally-assisted housing. 

He was also a consultant to the Millennial Housing Commission on strategies for increasing the 
production of multifamily housing. The Commission was created by the United States Congress 
to recommend ways to expand housing opportunities across the nation. Secretary Donovan 
rejoins HUD after his previous service in the Clinton administration as Deputy Assistant 
Secretary for Multifamily Housing, where he was the primary federal official responsible for 
privately-owned multifamily housing. At that time, he ran housing programs that helped 1.7 
million families access affordable housing. 

He also served as acting FHA Commissioner during the Clinton/Bush presidential transition. 

Prior to his first service at HUD, he worked at the Community Preservation Corporation (CPC) 
in New York City, a non-profit lender and developer of affordable housing. He also researched 
and wrote about housing policy at the Joint Center for Housing Studies at Harvard University 
and worked as an architect. Secretary Donovan holds a B.A. and Masters degrees in Public 
Administration and Architecture from Harvard. 
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SECTION 8 FUNDING GAP 

Mr. Latham. And we will try to adhere to the 5-minute rule on 
the questions and responses. 

While we won’t know what our allocation is until later in the 
process here, it is pretty safe to assume that we will he somewhere 
in the Fiscal Year 2008 level with our allocation. And as you know, 
there are several areas of significant growth in your budget since 
2008. In Fiscal Year 2008, the tenant-based Section 8 was funded 
at roughly $16.5 billion. Your 2012 request is for $19.2 billion. And 
we have seen similar increases in the Project-Based Section 8. 

And you mentioned a little bit in your opening statement, but 
specifically, what changes can we make to address this funding gap 
that we have, and find some savings? 

Secretary DoNOVAN. First of all, Mr. Chairman, much of that 
growth, particularly in the tenant-based account, has to do with re- 
newals of new vouchers coming into the account for the first time. 
So, for example, the VASH vouchers that we discussed earlier, as 
well as what we call tenant protection vouchers. So when we lose 
units from our project-based account, the project-based Section 8 
housing, or from public housing, those tenants move over to the 
voucher account because they get a voucher to protect them from 
being displaced from their housing and losing their homes. And so 
part of it is new vouchers being renewed. Part of it is the migration 
of funding from other programs like public housing or project based 
Section 8 to the tenant-based account. So it is important to look at 
this on a net basis. 

Having said that, clearly, given they are such a large part of our 
budget and that costs go up every year, they have been an increas- 
ing share of our budget and that is why we had to reduce funding 
in the remaining 20 percent of our budget. 

I think there are a number of steps that we can take to ensure 
that we minimize any increases in those accounts. One of those is 
to look very carefully at the inflation adjustments that we provide. 
And you will see that in our budget proposal this year we have 
gone back and looked very carefully at the needed increases, and 
have reduced those substantially to about 1 percent inflation rather 
than historic increases of 3, 4 or even higher percent. 

The other critical thing that I think we could do this year is the 
Section 8 Voucher Reform Act. As I mentioned earlier, what we 
see, frankly, is that we have overly burdensome requirements for 
housing authorities. We require, for example, even seniors on fixed 
incomes who we know their incomes aren’t going to be fluctuating 
substantially year over year, we still have requirements to recertify 
those just as frequently as other participants. That is just one 
small example of the kinds of streamlining we could do to simplify, 
we could simplify our rules on incomes and a range of things. 

Not only will that help the program operate more efficiently, it 
would save about $150 million this year or, I am sorry, in 2012, 
if it were included in the budget. But that would just be the begin- 
ning of those savings. It would be $1 billion over 5 years, and I 
think that would be a great effort with this committee and the au- 
thorizing committees to try to advance the Section 8 Voucher Re- 
form Act this year. 
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PHA RESERVES 

Mr. Latham. Okay. Well, one area that we may examine in the 
Fiscal Year 2012 process is the Public Housing Authorities and the 
excess Section 8 reserves. And if you could, your budget really 
doesn’t address the issue at all. But how much is there in excess 
reserves at the public housing authorities, and is there some way 
we could adjust those to have proper balances, but still not excess? 

Secretary DoNOVAN. In the tenant-based accounts, our estimate 
of the balances at this point is about $1.3 billion. And we do ask 
for, in the 2012 budget, flexibility to utilize excess reserves within 
that 1.3. Obviously, a significant amount of that is what is needed 
to operate a program effectively. You need some number of months 
of reserves to be able to operate a program effectively. But we do 
ask for flexibility to be able to recapture excess reserves and put 
them to use to house families. That is something that the com- 
mittee has done in prior years, and it is something that we would 
support some flexibility there to be able to utilize excess reserves. 

We have applied the same theory, if you will, to the operating 
fund for public housing for the first time this year. We are pro- 
posing that and that is something obviously we look forward to dis- 
cussing with the committee. We do believe as we have seen signifi- 
cant growth in the operating fund reserves at housing authorities, 
that there is an opportunity to recapture some of that to put to 
work. Obviously, given that is a new proposal we would need to do 
that carefully and make sure that the data is correct, that there 
aren’t regions that housing authorities are holding that money to 
be able to utilize it for purposes that aren’t clear in their financial 
statements that we are looking at. But we do think, based on the 
growth over the last couple of years, that there is an opportunity 
to recapture, and we proposed 1 billion in the budget there. 

CAPITAL FUND 

Mr. Latham. My time has expired. The gentleman from Massa- 
chusetts. 

Mr. Olver. Thank you, Mr. Chairman. Mr. Secretary, there was 
a recent Wall Street Journal article that indicated if the funding 
levels of the Public Housing Capital Fund in H.R. 1 were enacted 
into law, most public housing agencies would experience bond rat- 
ing downgrades. Such downgrades would result in higher interest 
rates, which would make it harder to finance capital improvements, 
it seems to me. Given the substantial maintenance backlog, which 
has been estimated at somewhere in the 20 to $30 billion covering 
a couple million units under the PHAs, there is a substantial need 
for improvements in the public housing stock. 

Could you comment on the potential impacts of a bond rating 
change, as suggested in that article, on the ability of PHAs to pro- 
tect their and obviously our capital investments in those units? 

Secretary DoNOVAN. Congressman, it is a very important ques- 
tion because, as the system that we use to finance affordable hous- 
ing has moved increasingly over the last few decades toward a pub- 
lic/private partnership, which I think is a very important advance 
and has significantly improved affordable housing, the impacts that 
budget changes, not just in the Public Housing Capital Fund, but 
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across all of our programs can have on the willingness of private 
sector investors to invest is a very important point. 

Specifically, within the Public Housing Capital Fund, not only is 
there the direct effect that if we were to cut $1 billion from the cap- 
ital fund, that is a loss of about 20,000 jobs in that year, but it does 
have these ripple effects into the private market that you are talk- 
ing about. There is about $3.5 billion today of bonds outstanding 
that are backed by the Capital Fund. And there would be signifi- 
cant potential increases as the report you referenced showed from 
one of the rating agents just recently, it is likely we would see a 
substantial increase in interest rates on those bonds. 

I think the more worrisome trend even that that is that it would 
make it extremely difficult to put in place new bond financing. And 
any new bond financing would be at substantially higher interest 
rates, so we would get much less bang for the buck, if you will, far 
fewer jobs, far fewer investments. And ultimately, what happens, 
as you know, if you leave renovation longer and longer, it gets sub- 
stantially more expensive. And so it is better to catch these things 
early. That is the benefit of the Public Housing Capital Fund Fi- 
nancing program is you can accelerate, without increasing spend- 
ing, you can accelerate the renovations and lower the cost of those 
renovations over time by getting them done earlier. 

Just lastly, I would say, there are similar impacts that we would 
see in a range of other programs. Project-based Section 8, for exam- 
ple, is fully funded, or capital work is all financed by private cap- 
ital, tax credits, other forms of financing that depend on private 
sector investment. And anything that would shake the confidence 
of investors to invest in the public housing capital fund would also 
begin to shake the confidence of investors to invest in project-based 
Section 8 and our programs. So clear stable consistent funding in 
those programs is critical for maintaining the confidence of the pri- 
vate sector to invest. 

Mr. Olver. At the same time, you have cut, as you say, 5 to 10 
percent from the 202 and the 811 programs. So that is getting to- 
ward the direction that would lead to what you are suggesting. 

Secretary Donovan. I think the difference there is that we have 
prioritized existing programs and existing funding over new units. 
The cuts to Sections 202 and 811 are very difficult. In different fis- 
cal times, we wouldn’t propose those cuts. But those wouldn’t shake 
the confidence of any investors in those programs because it would 
lower the number of new units that could be built, but it doesn’t 
impair in any way the confidence that there would be renewals for 
those smaller number of units that were built. 

And so, in that way, this is really about is there an ongoing com- 
mitment to existing units that are financed with a partnership 
with the private sector. 

Mr. Olver. Thank you. I yield back. 

Mr. Latham. Okay. I believe Mr. LaTourette was here first. 

Mr. LaTourette. Thank you, Mr. Chairman. Welcome, Mr. Sec- 
retary. I have to say I have been getting a unique view up here. 
You have the most efficient operation I have ever seen in a hear- 
ing. This attractive young lady hands a piece of paper to this guy 
and he hands it to you. You are very well prepared for this hearing. 
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Secretary Donovan. It is emblematic of the efficiency improve- 
ments. 

Mr. LaTourette. You are doing a great job. The affordable hous- 
ing folks that come to visit me give you very high marks and indi- 
cate that prior secretaries may have been caretakers, but you have 
been pretty aggressive in a number of these programs. 

Secretary Donovan. Thank you. 

SECTION 202 HOUSING 

Mr. LaTourette. And I would like to talk to you about a couple 
of them that they bring to my attention. One is the aging section 
202 housing in need of rehabilitation. And just an example from 
the greater Cleveland area, it is over in Congressman Kucinich’s 
district over in a town called Lakewood, but there are 417 units 
that were built in the 1960s and 1970s. The rent is at or below 
$410 a month, utilities included, pretty reasonable. But when the 
initial affordable housing or project-based rental assistance didn’t 
exist, these things were constructed. And so now we run into — and 
I am going to talk to you about market-to-market in a minute. But 
what we run into is that many of these structures are one boiler 
or one air conditioner or one elevator from being obsolete. And 
when you talk about maintaining housing stock, particularly for 
the elderly, these are probably pretty cost effective. And the data 
that I reviewed for this particular complex to purchase rehabilitate 
is about $75,000, which is clearly less than a lot of new construc- 
tion would require. 

The Congress has enacted legislation that has two parts to it. 
One is that will allow for the first time prepayment and refi- 
nancing of the HUD debt, which was previously prohibited. The 
second piece is to provide for project-based contracts on these prop- 
erties. 

However, I am advised that to date, no funding has been put in 
place for the second and critical piece, and without that piece they 
can’t move forward with these needed renovations. And the feeling 
is these buildings from the 1960s and 1970s are never going to be 
brought up to speed to compete with new construction. So just to 
invite your comment on where you think that is. 

Secretary Donovan. Congressman, it is a terrific point, and I 
would say, you have targeted one of the most critical areas, which 
is Section 202. But we have this same challenge across a range of 
our programs, where the irony is, if we lose those, they are cost ef- 
fective relative to the alternative in particular. Whether that would 
be new construction, or oftentimes a voucher as an alternative. 
Even if a senior can find a place to live with that voucher, it typi- 
cally doesn’t provide them the same services they would have on- 
site, and through moving costs and typically the higher cost that 
you have through that voucher, the net cost is substantially worse 
if we don’t preserve. 

The expiring contracts or the inability to renew certain times of 
contracts, not just on 202, but also, for example, on rents up and 
wrap is a serious problem. I appreciate you recognizing the work 
that we have done to allow the refinancing to happen for 202s, but 
we would like to work with the committee this year to ensure that 
where we have older projects, we have about 45,000 units of rents 
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up, wrap and mod rehab contracts, for example, the alphabet soup 
of programs that we have. 

We are proposing that not only do we consolidate those programs 
into project-based Section 8 to simplify and streamline the number 
of programs that we have at HUD, but also to provide renewal 
funding for those that today have no ability to refinance. And that 
is something we were encouraged to see that there was a kind of 
stopgap 1-year measure included in the Senate proposal for 2011, 
and that is something we would love to discuss with the committee 
as we finalize the 2011 budget, as well as to look at longer-term 
solutions through 2012. 

And we are very open, we have proposed something in the budg- 
et, but we are open to whatever suggestion the committee might 
have about other ways to preserve those as well. 

Mr. LaTourette. I would be more than interested in exploring 
that further with somebody from your staff. And I would be happy 
to help. I see my yellow light is on. If we come back in another 
round I would like to talk to you about market-to-market. I yield 
back. 

Mr. Latham. I thank the gentleman. Mr. Price. 

Mr. Price. Thank you, Mr. Chairman. Mr. Secretary, welcome to 
the subcommittee. 

Secretary Donovan. Thank you. 

HRI EFEECT ON HUD’S PROGRAMS 

Mr. Price. The focus of today’s hearing, of course, is on your 
2012 budget request. But as you well know, we don’t have a budget 
for 2011 yet. We have yet to adopt a final budget. Instead, we have 
resorted to a series of stopgap continuing resolutions, and are on 
the verge of debating one next week, one to avert a government 
shutdown. All of this could have been avoided had the omnibus bill, 
put together with bipartisan collaboration, been passed in Decem- 
ber, or a year-long CR. But here we are instead with a series of 
stopgap measures. 

And the longer term spending plan that was passed on a party 
line vote last month, to put it very mildly, would have a major im- 
pact on HUD operations. And so I think we need to be very clear 
about what the impact of that might be. 

It would severely undermine government investments in afford- 
able housing and community development at precisely the time 
that the economy is only just beginning to recover and individual 
American families are struggling to provide a home for their fami- 
lies. 

Compared to the fiscal year 2010 law, H.R. 1, this Republican 
spending plan, cuts community development block grants by 66 
percent. It cuts HOME investment partnerships by 10 percent. It 
zeros out the Nation’s program for comprehensive urban renewal. 
It eliminates veterans supportive housing vouchers. It cuts housing 
for the disabled, by 72 percent. It cuts construction for the housing 
for the elderly and the housing for the disabled by more than 70 
percent. 

Now, in a couple of respects this flies in the face of the Bowles/ 
Simpson Fiscal Commission, which did excellent work. But there 
are a couple of things that Commission said that this directly con- 
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tradicts. First of all, they said everything has to be on the table. 
You cannot ever address our country’s fiscal issues simply by focus- 
ing on 12 percent the budget, discretionary domestic spending. 

Secondly, they said precisely, do not do this kind of thing to the 
economy in the short-run because it could well stall the recovery. 
And we have had plenty of validation of that last week. Conserv- 
ative economists from all sorts of reputable houses, reputable insti- 
tutions, saying this will cost hundreds of thousands of jobs. It will 
stall growth by 1, maybe even 2 percentage points. 

It is fiscal folly. I think we know that. What I would like to ask 
you to elaborate for us is, not just the macro economic impact, but 
the micro impact, the impact of these specific cuts on specific ef- 
forts that your department has underway. How would these cuts 
affect local economic development? How would they affect the avail- 
ability of affordable housing for the veterans of this country, for the 
elderly, for the disabled? 

Secretary Donovan. Congressman, first of all, let me say that 
the President has made very clear and is encouraged that the lead- 
ers on both sides. House and Senate, Democrat and Republican, 
have made clear their commitment to keeping the government op- 
erating and to that funding. And also the President has made clear 
that we do need to reduce spending. And, in fact, our 2012 budget 
proposal would bring domestic discretionary spending to the lowest 
level since President Eisenhower as a share of the economy. And 
so we are absolutely committed to fiscal discipline and to ensuring 
that we can reach agreement across the parties. 

Having said that, the President has also said, and I would reit- 
erate, that we cannot cut out critical investments that will help our 
economy grow, help put people back to work and help us win the 
future, or we can’t budget, balance the budget on the backs of our 
most vulnerable citizens. So I am encouraged by the focus of the 
committee on our most vulnerable residents, focusing on ensuring 
that we can renew existing programs, even in H.R. 1. 

But I am concerned, as you have rightly said, that the cuts that 
that requires to other programs would have significant impacts. 
Specifically, our estimate is that the reductions would cost 120,000 
jobs this year, from the cuts just this year. And in particular, half 
of those would come from the reduction in the CDBG program. 
About 64,000 jobs from the reductions to the CDBG. 

Mr. Price. You are talking about the HUD cuts alone? 

REDUCTIONS IN H.R. 1 

Secretary Donovan. I am talking about proposed reductions in 
H.R. 1, so the more than 60 percent reduction in CDBG. In terms 
of the impact on families, the ability of veterans who are living on 
the street to be able to find decent housing, for example, under 
VASH, that is a program that we have shown not only helps save 
the lives of those veterans, but also reduces costs for taxpayers. 
The typical chronically homeless person living on the street costs 
taxpayers about $40,000 a year. And so if we can get them out of 
that cycle, we not only help them with a better quality of life, we 
also help them be able to save money for the taxpayer as well. So 
those are the kinds of impacts that we would see. 

Mr. Price. Thank you. 
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Mr. Latham. I thank the gentleman. Judge Carter. 

RESERVES 

Mr. Carter. Thank you, Mr. Chairman. This is an interesting 
conversation. And I, first and foremost, want to get back to what 
the chairman started with because I have been listening intently 
to hear an answer and basically, I think the answer that we are 
getting is no, we are not going to do that. 

So I would like for you to explain again, have you looked at, have 
you studied, and have you worked to try to see where you would 
go if your funds were at 2008 levels and how you would operate. 
And I think that is what the chairman asked, and he also asked 
about the reserves that you are holding. And you gave an answer 
of I believe an estimated $2.3 billion that were in reserves. That 
certainly doesn’t get the shortfall of about $16 billion I think that 
we were talking about. Have you addressed this? Have you looked 
at it? Or is your answer that you can’t do it. 

Secretary DoNOVAN. I think the answer. Congressman, would be 
we have, clearly, in putting forward the 2012 budget, we have 
made some difficult choices and reduced spending relative to 2010 
by almost 3 percent, 2.8 percent, over $1 billion. We believe that 
going farther than that would have the kinds of impacts that I 
have talked about, and that is not the choice that we have made 
in putting forward the budget. Again, we believe it is a responsible 
budget, that it reduces spending to the lowest level in 5 years over- 
all in the Federal Government, but that, particularly at a time of 
rising worst case housing needs, that it is critical to protect those 
residents. 

I do think there are ways that we can work together with the 
committee to find savings. We proposed a number of those. I think 
the reserves is a good point, and that is a significant contribution, 
the $1 billion in additional reserves that we have proposed to use 
this year, in addition to using net restricted assets in the tenant- 
based account are both areas where we want to work with the com- 
mittee on a bipartisan basis to find those kind of savings. 

But we are concerned that going back to 2008 levels to those 
kind of reductions has real harm on families and communities that 
would be counterproductive for them and also for the economy. 

Mr. Carter. You seem to be at least a partially trained econo- 
mist. A number came out last week about the fact that last month, 
the shortest month of the year, our deficit spending equaled the en- 
tire deficit spending that took place in 2006. So last month, we ac- 
cumulated a deficit that equaled the year of — maybe it was 2007. 
But it was the last year of the Bush administration. Does that 
seem like that is a sustainable operation, in view of the fact that 
we are looking at the possibility of inflation starting up at 1 per- 
cent of acceleration and the cost of our money, just 1 percent we 
have already looked at what those projections would be and they 
are pretty sizeable? So basically it is up to the other agencies of 
the government, the other parts of our economy to make these cuts 
because you just can’t help us. Is that the answer? 

Secretary DoNOVAN. Congressman, I couldn’t agree more. I think 
the President said clearly the level of deficits today are not sustain- 
able, and that we need to bring those down in a substantial way. 
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A 2.8 percent reduction in HUD’s appropriations relative to 2010, 
so to 2 years ago, is a substantial contribution to that. It more than 
meets President’s commitment to a freeze on domestic discre- 
tionary spending. 

But we also 

Mr. Carter. Basically we are operating on 2010 funds right now. 
We are operating under the CR. 

Secretary Donovan. That is correct. 

Mr. Carter. And the Democratic Party last year didn’t choose to 
give us a budget for 2011, that is why we are in this predicament 
right now. They just didn’t give us a budget for the first time since 
’76 or something like that. 

Secretary DoNOVAN. But we are proposing almost a 3 percent re- 
duction, over 1 billion from what we are operating on right now, 
which is 2010 level. So it is not just a freeze, it is a significant re- 
duction from 2010. 

But again, I think we also have to look at other parts of the 
budget, as the President has said, that go beyond just domestic dis- 
cretionary spending. And we need to ensure that we are not doing 
damage to the economy this year while we are recovering from the 
crisis because obviously, a strong economy is one of the primary 
drivers of reducing the deficit as well. 

Mr. Carter. I agree. 

Mr. Latham. I thank the gentleman. And let me just say, it is 
frustrating to hear some of the comments. Let me just ask you a 
question. For the first time since the Budget Act was passed in 
1974, 35 years ago, there was no budget last year. If, in fact, the 
people who were in control at that time had done their job, passed 
all the appropriation bills and signed them into law, would we be 
in this mess today? 

Secretary Donovan. Mr. Chairman 

Mr. Latham. Wouldn’t we be talking about 2012 rather than still 
trying to get through 2011 appropriations? 

Secretary DoNOVAN. Clearly, if we had a budget in place we 
would be focusing on 2012. 

Mr. Latham. So you are saying that because of the lack of any 
budget last year that was done, or any assumption of responsibility 
for actually doing our work in Congress, that this is the reason we 
are in this mess today. And it is a little frustrating to hear com- 
ments, as there was an election that took place, and I know the 
President said elections have consequences. I think the message 
was to cut spending. I don’t know if anybody else got that message, 
but I certainly did in my district. And the reason that there was 
a change was because things were out of control. And I think we 
have to accept that, that that is part of the reality. 

The Veterans Affairs Supportive Housing program has really re- 
ceived a lot of attention lately. And particularly there are 11,000 
vouchers from the past fiscal years that remain unused; is that cor- 
rect? 

Secretary Donovan. That sounds like 

Mr. Latham. Assume it is. 

Secretary Donovan. I have the figures here. 
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VOUCHERS 

Mr. Latham. From the latest data that we have from you, only 
17 percent of the vouchers provided in Fiscal Year 2010 have been 
leased. And also, do you still stand by the administration’s request 
for Fiscal Year 2011 which requested no new vouchers, which is 
the same policy and consistent with H.R. 1? 

Secretary DoNOVAN. Congressman, when we came into office 
there had been 20,000 VASH vouchers appropriated. And just over 

1.000 of them were actually in use. And so we had almost 18, more 
than 18,000 that were unused, almost 19,000. And so we put to- 
gether an effort with Secretary Shinseki to focus on those and to 
make sure that we were significantly increasing leasing. And, in 
fact, did not request, as you rightly said for 2011, those vouchers, 
because we felt utilization at the time we put the budget together 
was too low. I am happy to say that, because of that focused effort, 
I think we can all agree, no matter our party, where we are from, 
we want to make sure that veterans are housed. We have now in- 
creased the leasing by more than 20 times. 

We are now over 20,000 veterans that are using VASH vouchers 
today. Our very latest numbers are that almost 20 percent of the 
2010 vouchers are leased, and we are increasing that by about 

3.000 vouchers a quarter. And so we do believe that if we, at this 
point, because of the acceleration that we have had, that we could 
use new vouchers in 2011 and get those leased. 

Mr. Latham. But you didn’t request them. 

Secretary Donovan. We didn’t request them because at the time, 
our utilization was well behind where it is today. I will say clearly, 
there are still improvements that we can make. We would be happy 
to talk to the committee about the details of those kind of improve- 
ments, but 

Mr. Latham. How many vouchers are available today? 

Secretary DoNOVAN. There are 30,000 that have been appro- 
priated. But just to be clear, the process to actually have a voucher 
leased requires picking a housing authority through assessing the 
needs, getting the vouchers to that housing authority, them finding 
a veteran that is at risk of homelessness or homeless, getting them 
a voucher, and then the process of actually leasing up. 

So to have the final step in the process of a leased voucher can 
take typically a year or more after the funding is appropriated. So 
it is not surprising that vouchers appropriated a year ago would 
still be about 20 percent leased. That is the kind of timing it takes 
to find the voucher, find them an apartment. There are definitely 
things we can do to speed that up in certainly communities, but it 
is dramatically faster than it was before, and we now believe, be- 
cause of the improvement that we could effectively use new vouch- 
ers in 2011. 

Mr. Latham. But you haven’t asked for a budget amendment. 
You haven’t come forward in making any kind of request, have 
you? 

Secretary Donovan. I think we have made it clear in prior testi- 
mony — 

Mr. Latham. Have you made a request? 
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Secretary Donovan. I would be happy to make a formal request 
if that would be appropriate. 

Mr. Latham. Thank you. Mr. Olver. 

dot’s tiger program 

Mr. Olver. Thank you, Mr. Chairman. I just want to return to 
one thought. It seems that several times we have in the ques- 
tioning, you have heard that the 2008 budget numbers look very 
good. Well, they don’t look very good in the two largest rental as- 
sistance programs, the rental assistance program for tenant based 
section 8 would be reduced by about 15 percent below the 08 level 
if we went to the 08 level. 

And were it to happen in the case of project-based, it would be 
30 percent below the number that you have requested to reach the 
number that was the enactment in 2008. 

So in those two major programs, people would be put out of hous- 
ing. There is no question that that would happen, at least by my 
calculation, which I have been sitting here scribbling as we have 
been talking. 

So I wanted to ask you about — you were given $150 million in 
the 2010 budget for the sustainable communities initiative. And 
you have asked again for $150 million in the 2012 budget. All of 
that is caught up in the tangle of whatever is the situation for 
2011. 

The 2010 monies have been used, with about $100 million of that 
going out to planning projects, some of them quite substantial plan- 
ning projects, but about over 40 such projects in 27 different 
States. And then, in addition to that, there was a $40 million 
amount that was awarded as community challenge grants in con- 
nection with the dot’s Tiger program. Now, that $40 million was 
awarded in partnership with the DOT’s tiger program, and that is 
what I want to examine. 

As far as I am aware, this is the first time that two departments 
have cooperated in making the award of those monies, in the grad- 
ing of the requests and the applications for those monies. So I 
would like you to tell me a little bit about the, about how that proc- 
ess worked and what were the structural challenges of making that 
cooperation work. 

Secretary DoNOVAN. Well, Congressman, one of the clear things 
that the President has set out in the State of the Union and has 
asked us to do is to look at ways that we are duplicating or over- 
lapping work that can be simplified and streamlined. And one of 
the major problems that I think the Federal Government has had 
in working with local communities is that the departments tend 
not to talk to each other and that creates real inefficiencies. 

We tend to put housing investments here, transportation invest- 
ments there, exacerbating long commutes, reducing the economic 
competitiveness of regions. And so this process was directly tar- 
geted at trying to improve the way that we work together. We lit- 
erally had teams from the Department of Transportation, HUD and 
EPA sitting in a room evaluating those together. It had never hap- 
pened before. The Tiger planning money that you talked about was 
included. 
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I think one of the other important points about that process, we 
included more than a dozen foundations in the evaluation process, 
and they actually made a $150 million commitment as well to in- 
vest alongside ours. So it leveraged our dollars substantially and 
got more bang for the buck in terms of the planning based on that 
collaboration. And it insured that when the investments that the 
plans envisioned are made, that we would have alignment between 
us and the Department of Transportation to improve the speed 
with which we can make those investments. 

Just to give you one example, in Austin, Texas there is an expec- 
tation that as the plan is implemented, it is 37 different areas that 
will create 7,000 permanent jobs, and far more construction jobs; 
that there is going to be not only over $1 billion of economic growth 
that comes out of that, but $1.25 billion of savings to taxpayers be- 
cause of the coordination of those investments. So that working to- 
gether is quite powerful in terms of producing more efficient invest- 
ments in those communities. 

Mr. Olver. There has been some argument that in whole effort 
at the sustainability initiative has really served only urban areas. 
And I am wondering if you can give me some thought about how 
does this also serve some rural areas and how many of those plan- 
ning programs may have gone in such areas. I have been watching 
the new census data come out. I often watch that sort of thing. Peo- 
ple who are coming from States which are about to lose or gain 
congressional seats, which four of the five of us here at the table, 
well, at least five of six of us, five of seven of us here at the table 
are in such States that are losing or gaining. Judge Carter is in 
a major gaining kind of a situation. 

And I have watched the data for some of the midwestern States, 
looking particularly at places like Illinois and Iowa, the chairman’s 
State, and South Dakota and Kansas and Nebraska, and I find 
that between the censuses of 2000 and 2010, the number of coun- 
ties that are losing population in places like Iowa, South Dakota, 
Nebraska and Kansas, all of those, those are now more — they have 
more than doubled the number of counties that are losing popu- 
lation. 

Mr. Olver. So I think that we need to do something about sus- 
tainability in rural communities because to speak to population 
tends to mean that there is loss of investment and such. 

DISCRETIONARY SPENDING 

Mr. Latham. I thank the gentleman. Mr. LaTourette. 

Mr. LaTourette. Thank you, Mr. Chairman. And I would just 
ask the distinguished ranking member is there a census channel I 
could watch to stay up on this. I want to talk to you about Mark- 
to-Market because it is another innovation that you brought for- 
ward that you deserve credit for, and then I want to talk about one 
difficulty at the back end of it that some folks in our area are find- 
ing. But before I do I am a pretty calm guy, but some of the com- 
ments made here this morning really bother me. I mean the Presi- 
dent sent up a budget. He didn’t include one recommendation from 
this Bipartisanship Commission that has been praised so widely. 
And if it was such a great set of recommendations, maybe he could 
have seen fitted to put a couple of recommendations into it. 
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Nobody is proposing to balance the budget on the basis of non- 
defense discretionary spending. The decision was made in H.R. 1 
to deal with those issues, and the entitlements, which the Presi- 
dent has completely punted on, will be addressed at a later mo- 
ment in time. But sitting here and listening to people who control 
all three levels, of government, the Executive branch and both 
Houses of government, in veto-proof ways and in filibuster proof 
ways lecture about a product that we produced 6 weeks into the 
new majority is pretty, pretty disheartening. 

Quite frankly there was a failure to govern, even with 250 some 
members in the House and at one point 60 Senators in the United 
States Senate in control of the White House, now no budget, no ap- 
propriations bills, money spewing out of Washington that made 
drunken sailors blush, and it left us with a situation where we had 
to deal with it. 

Now I am going to tell you, I don’t like H.R. 1. I had a proposal 
that indicated that we should take Lee lacocca’s approach and cut 
everybody across the board some amount and you figure it out. And 
I think that that is reasonable, that is what families have to do. 
My dissatisfaction with H.R. 1, you mentioned CDBG, we do great 
work with CDBG in Ohio, and I would have preferred that it re- 
ceive a 10 percent cut rather than a 66 percent cut. But the answer 
to do nothing, the answer to freeze was a pretty dramatic policy. 
When I got here 17 years ago, that was a pretty dramatic budget 
approach to freeze spending. It is not so dramatic in 2011. And we 
have to do better than freeze. 

And so we put forward this $100 billion proposal or $61 billion 
proposal, and it is met with deafening silence. Our friends on the 
other side of the Capitol can’t seem to get over $10 billion over this 
amazingly bloated Federal budget, and it causes them to stutter 
when you get beyond that. We ask our friends on the other side of 
the aisle to come up with a proposal and their answer is, while we 
all recognize we have to cut spending, just don’t cut this spending, 
don’t cut that spending, don’t cut this spending, and as a result, 
we are never going to cut any spending if left to their own devices. 

The President, to his credit, appointed the Vice President to be 
the lead negotiator on this, but the Vice President isn’t even in the 
country. So it is very difficult to sit down and negotiate with some- 
body that is not even in the country to talk about a number. So 
I would hope that we could talk about the good work that you are 
doing and save some of this other nonsense for another day. 

MARK-TO-MARKET 

Now, Mark-to-Market, you have done a beautiful job on Mark-to- 
Market, in my opinion. And the deficiency comes in post Mark-to- 
Market strategies, is where I want to sort of plumb your knowledge 
on this. In the post Mark-to-Market transactions, the policy, as I 
understand it, is that HUD will permit the Mark-to-Market financ- 
ing to remain in place if there is a paydown agreement to continue 
on in a post Mark-to-Market function. 

Initially, that seemed to be working well. The feedback that I am 
getting today is that the paydown calculation being applied to the 
transactions is now becoming nonuniform, nonconsistent and it is 
creating some difficulties with people that want to engage in plan- 
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ning. So my request to you is that the agency create one unified 
policy for paydown requirements for post Mark-to-Market trans- 
actions and sort of solicit your thoughts on it. 

Secretary Donovan. Something we would be very happy to look 
at. Obviously as the economic circumstances have changed substan- 
tially since many of these agreements were entered into, I think 
the idea of going back and looking at whether we need to adjust 
those policies at this point, particularly given the challenges that 
we have seen, many, many residents that we have seen are project- 
based Section 8; their incomes have declined, in fact, and so the 
cost of those properties have changed significantly. 

So I would be happy to sit down with you and talk through 
whether there is some adjustments we might make there. Obvi- 
ously we want to ensure that we are recovering for the taxpayer 
as often as we can. I am sure you agree with that. And so we need 
to balance that with any changing needs of the property, but would 
be happy to follow up with you specifically on that. 

Mr. LaTourette. I would appreciate that very much. And I 
think the number one word that I hear from all sectors of business 
and in the community is uncertainty. What I am being told is that 
this failure to have sort of a not a big one-size-fits-all person, but 
to have some unified policy for the paydown requirement prevents 
people from planning. And I am sure that you want them to plan 
and you want these things to go forward. 

Secretary Donovan. Absolutely. 

Mr. LaTourette. I would love to talk to you, and I thank the 
chair. 

Mr. Latham. I thank the gentleman. The ranking member of the 
full committee, Mr. Dicks. 


HUD-VASH 

Mr. Dicks. Thank you, Mr. Chairman. And I understand that 
you brought up the question about the HUD-VASH Program. I just 
want — Mr. Secretary, I want to welcome you, and I want to just 
talk about this a little bit. As I understand it, as of December 2010, 
29,950 vouchers have been awarded the Public Housing Authority. 

So out of that number 28,497 vouchers have been issued and 
21,078 leases have been signed. I think this is a very good pro- 
gram. I talked to General Shinseki just a couple days ago, and I 
asked him what did he think. And he says, this is working, this 
is one of the best programs we have, and the veterans that get 
these vouchers and get their lives together do better in terms of re- 
covery, getting off drugs, alcohol, improving their situation. 

But according to General Shinseki, and maybe you can enlighten 
us on this, we need another 30,000 of these. Now, there wasn’t 
any — there was no money in the fiscal year 2011 budget from the 
administration because you had vouchers that you hadn’t utilized 
yet. But you have a request in 2012 for, as I understand it, $75 
million. Is part of that yours and part of that VA, or is there an- 
other pot of money that comes from VA? 

Secretary DoNOVAN. The $75 million is specifically for HUD. 
There is a special allocation within the VA budget that covers the 
service costs. 

Mr. Dicks. Now, do you think this program is working? 
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Secretary DoNOVAN. Absolutely. And we have partners around 
the country, independent observers, who said clearly it not only 
helps those veterans get back off the street on their feet, but saves 
money as well because of reduced costs in shelters, jails, emergency 
rooms and a range of other settings. 

HOMELESS VETERANS 

Mr. Dicks. And some of these veterans even today are veterans 
of Iraq and Afghanistan, isn’t that correct? That we have a home- 
less — a lot of — in my district we had a lot of Vietnam veterans who 
were homeless. I did a hearing many years ago out in Tacoma, 
Washington. There were 30 percent or 33 percent of the homeless 
were veterans. We have a large veteran population there. I under- 
stand today that number may be something like 18 percent of the 
homeless are veterans. So in your opinion, we should keep this pro- 
gram going, is that correct? 

Secretary Donovan. That is exactly why we have made a request 
in 2012. We talked earlier about why we didn’t make the request 
in 2011. We have made substantial improvements. We still have a 
ways to go, let’s be clear. And in 2010, one of the things we did 
was to reach 62 new housing authorities around the country that 
had never had VASH before. And when you are establishing this 
program for the first time, there are challenges. And so we would 
be happy to follow up with the committee to talk about ways that 
we are improving the utilization in those areas and reaching more 
communities and more veterans as a result. 

So I am not going to say that we are going to stop improving the 
program. We still have things we can change to speed up lease up. 
But there is no question, given that we are leasing up more than 
3,000 a month now that we could use another 10,000 in 2012 effec- 
tively. 

Mr. Dicks. And Secretary Shinseki has told me that your goal 
is around 60,000, to take this from 30,000 to 60,000. 

Secretary DoNOVAN. That was the long-term goal that was set 
out in the President’s plan to end veterans’ homelessness. 

Mr. Dicks. Could you go further than that? I mean, if this pro- 
gram is working — ^you know, and we still have a number of vet- 
erans out there. I understood last year there was 137,000, some 
number like that, of our veterans who at least one night a year 
were homeless. 

Secretary DoNOVAN. That is exactly right. And at a point in time 
about 75,000. So I think if we got up to 50,000 or 60,000 VASH 
vouchers, I think we would want to look at where we are, how close 
we are to achieving our goals before I say to you that we would 
today need more. That is why we think 10,000 a year, given the 
lease up rate that we are doing which is now over 12,000 a year, 
is the right strategy, and let us come back as we proceed as we 
measure the number of veterans each year to see whether we need 
additional ones beyond the 50,000 or 60,000 we originally laid out. 

Mr. Dicks. Thank you, Mr. Chairman, for letting me ask this 
question. And I just hope we can work together. You and I had a 
colloquy on the floor about this. There was some misunderstanding 
on everybody’s part because there wasn’t any money in 2011. But 
I would hope that this program, we can find a way to keep it going. 
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because I think it is really being very effective in helping these vet- 
erans, and that is what we need to do. Thank you, Mr. Chairman. 

Mr. Latham. I think you will find total bipartisan cooperation. 

Mr. Dicks. Thank you. 

Mr. Latham. The gentleman from Rogers, Arkansas, the former 
mayor, Mr. Womack. 

OVERSIGHT AND MANAGEMENT 

Mr. Womack. Thank you, Mr. Chairman. And thank you, Mr. 
Secretary, for your testimony this morning. I have only got one or 
two questions. I might get down in the weeds here for a minute as 
a mayor, because I have got a war story from HUD that still both- 
ers me. In fact, I will do that at the outset. And I realize that it 
is an isolated, hopefully it is an isolated incident. But I think it 
goes direct to the issues of oversight and management and what we 
are doing to ensure that we are guarding the good stewards of our 
tax dollars. 

You know, we had a Recovery Act program of just $100,000 plus 
dollars, it was a street project. And I was told right after my elec- 
tion, before I left office as a mayor, that I had a meeting one morn- 
ing with HUD officials to talk about why we hadn’t spent our 
money. And when I arrived at the meeting, there were three HUD 
representatives sitting in my conference room. And my block grant 
coordinator was in there and informed me that we had indeed 
spent the money. You could go out there at the site and look at it, 
the project is near completion. And there was some glitch, and I 
don’t know whatthe glitch was. There was some computer problem. 
But it didn’t keep the agency from having three people on per diem 
sitting in my conference room taking 15 minutes of time to under- 
stand that the problem was really on their end, not on our end. 

And I only use that example as to how important it is that we 
look at each one of these agencies and — have a critical analysis as 
to how they are being managed and how they are prioritizing trav- 
el, these sorts of things, because I know over time, spread over 
thousands of communities, that these numbers do add up to some 
real dollars. And I am not asking for a response on that. I am just 
giving you a story that I am witness to, that perhaps there are oth- 
ers out there as well. 


TECHNICAL ASSISTANCE 

My question, though, is more about technical assistance, because 
I know we spend large sums of money teaching us, teaching may- 
ors and coordinators, how to spend your money. Is that an area 
that we could maybe find some savings so we could get to the root 
causes that the gentleman from Ohio talked about just a few min- 
utes ago, that have put us in the financial pickle that we happen 
to be in? Is technical assistance really all that necessary? 

Secretary DoNOVAN. Well, first of all, let me say, as a former 
local housing official, I know that there are plenty of ways that 
HUD can improve the way we interact with local communities. And 
I think I would be happy to spend time as a former mayor talking 
in more depth given your experience about ways that we are trying 
to do that. I am very proud of the way we have utilized the Recov- 
ery Act funds. Not only have we allocated 75 percent of our money 



42 


in eight days, I think a lot of people were shocked that we could 
do it that quickly, we are more than 3 months ahead of the time 
lines the Vice President set out, we have met every single deadline 
for obligation of funds, and I will say that given the level of report- 
ing and transparency, that we required there were some headaches 
for our customers out in the field who had to report more than they 
had, and we certainly had some glitches and that may be what it 
was related to. But we have had 99 percent of our grantees report 
on time and achieved very high levels of success with the Recovery 
Act. 

On the technical assistance point, I think if we can effectively 
use a small amount of money that ensures that a large amount of 
money is spent more quickly and gets more bang for the buck then 
I think technical assistance is a good use of funding. What we saw 
when we came in, however, is that the way technical assistance 
was organized at HUD, it was siloed. Each program had its own 
allocation of technical assistance. And oftentimes it was overlap- 
ping. It did the same thing in different programs. We were doing 
it twice. 


TRANSFORMATION INITIATIVE 

And so what we did working with this committee was to create 
an account called the Transformation Initiative that allowed us in- 
stead of having eight or ten different buckets of technical assist- 
ance, to put it all into a single more flexible bucket and to use it 
much more effectively. And I would be happy to spend more time 
with you on that. We have gotten tremendously good feedback from 
cities and other communities around the country about the work 
that we have done, for example, on neighborhood stabilization, to 
not just sort of check the box, but to actually help communities 
spend their money faster and more effectively, and to take from 
communities information about how we could improve and simplify 
and streamline the program. 

So I think you are right that when used poorly technical assist- 
ance is a place that we could look to streamline and cut back on, 
but I do think it is a critical part of our budget. And the work that 
we have done with the committee over the last couple of years has 
improved significantly our usage of that money. 

Mr. Womack. Are you pretty confident that the 

Mr. Latham. The gentleman’s time has expired. 

Mr. Womack. Mr. Chairman, I yield back. 

Mr. Latham. Thank you, Mr. Womack. The gentlewoman from 
Ohio, Ms. Kaptur. 

Ms. Kaptur. Thank you, Mr. Chairman. Welcome, Mr. Secretary. 

Secretary Donovan. Thank you. 

MORTGAGE FORECLOSURES 

Ms. Kaptur. I bet our chairman would like to have $55 billion 
to help with development around this country. I know just where 
it is. The Big 6 On Wall Street; Citigroup, Wells Fargo, Goldman 
Sachs, Morgan Stanley, Chase. That is how much they made in 
2010, $55 billion. They paid at an 11 percent tax rate compared to 
the businesses in my district that have to pay at a 35 percent tax 
rate. Bank of America alone this year is going to get a $666 million 
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refund. It is very interesting to think about what is going on here. 
And they are being rewarded. 

There has not been one prosecution, not one, by either the last 
administration or this one. And again, districts like mine, 37.5 per- 
cent of the mortgages are under water. And the homes that are va- 
cant, including many HUD homes that are a disgrace, have been 
vandalized, copper pipes have been stolen. Every day the value of 
the real estate gets lower. Nationwide real estate values have de- 
clined 27 percent, in my district 37.5. People are at one another’s 
throats in the State capitals in Wisconsin and Ohio. They are say- 
ing where is the revenue? Well, when property taxes can’t yield as 
much as they used to, it doesn’t take a mental giant to figure out 
what happened to the money. 

The devaluation of foreclosures in places like Ohio have created 
a massive housing problem around this country. And what is dis- 
appointing to me is that there isn’t more of an outcry from Mem- 
bers of this institution, as well as the administration, to really get 
serious about housing. So we are just tinkering at the edges, we 
will make a difference here in a few people’s lives. It is really sad. 
I keep asking myself where is the greatness of our Nation, where 
is it, what happened to it, is it hiding, where is it, in the housing 
sector? So we will argue about nickles and dimes up here, and 
meanwhile the whole system is collapsing, the housing system. 

And even if it were to recover tomorrow the damage that has 
being done every day by vandalism and by nonuse, particularly in 
areas that get cold, where properties deteriorate, it is going to take 
a decade and a half to dig out of, if we ever fully dig out of it. 

So my question really, Mr. Secretary — I mean, the way I look at 
it, both this administration and the last one, they just capitulated 
to Wall Street. You like them too much, you are not really willing 
to take them on. And it is a sad day for America. Kevin Phillips 
calls it the financialization of our economy, and I think it is embed- 
ded deeply right in the housing sector. 

So what are we going to do here? Well, you can do a little bit. 
I think in communities like mine, and I am not the only place, I 
think in Ohio it had the deepest discounts in our Nation’s housing 
stock for foreclosed homes last year, in the third quarter of last 
year. You need to somehow, at HUD, talk with your colleagues in 
other departments and form strike forces in these areas that are 
so hard hit. We need to turn these HUD houses around yesterday 
and to get them back on the market, get them rehabbed. 

Norm talks about veterans that need housing. The head of our 
public housing authority told me the other day, I said, are you 
going to open up your public housing? What are you going to do 
with all these homeless people? Do you know what she said? Oh, 
Marcy, we haven’t opened up our list in years. She said, there 
would be thousands of people, we would be inundated with home- 
less people. I said, right, well, isn’t that our job, aren’t we supposed 
to be picking up the broken pieces of humanity here that Wall 
Street has delivered at our feet. 

I really think you need some kind of rootedness on the ground 
beyond your regional offices that can come to hard hit commu- 
nities, whether they are California, Ohio, wherever they might be, 
and help us put the pieces together at the bottom, because it is not 
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being put together. And involve our realtors, involve if we have 
land trusts, and some of us do, involve the heads of those, involve 
our mayors, take a look at the flow of Federal funds into these 
areas. 

I sit on Defense, frankly I am willing to use some of our guard 
bases to have people who do demolition to get rid of some of these 
vacant units, get them off the market, get the dirt put in the base- 
ments and at least get them off the eyesores that they are all over 
our community. So my question really, one, is structurally what 
can you do to put together a serious group of people targeted at 
some of these areas that are so hard hit to prevent further decline? 

Secretary DoNOVAN. Congresswoman, I will come back in one 
moment to the specifics of the question about our stock and about 
a team of people. Generally, let me say, though, that 

Mr. Latham. Let me just say to the gentleman, your time is ex- 
pired. We are trying to stay within the 5-minute rule. If you could 
answer extremely briefly and then for the record, I would appre- 
ciate it very much. 

Secretary DoNOVAN. Our efforts, while I think we could all agree, 
haven’t allowed the housing market to fully recover at this point, 
there is no question about that, and that our targets were to help 
more people than we have, we still have reached over four million 
families with our efforts to keep them in their homes. And that has 
had a significant impact on stabilizing the market and helping 
those millions of families. 

We are also working collectively across 11 agencies and with the 
50 State attorneys general to hold the servicers accountable for the 
clear mistakes that were made around robo-signing and a range of 
other problems. Specifically on the stock, we have made a number 
of changes to the way that we manage our stock. In particular, our 
contracts used to have us paying up front to those who managed 
our homes, not pay for success, but paying up front, which was a 
big problem in terms of their motivation frankly to get those 
houses sold. We have changed that. In December, we completed the 
transition to those new contracts. We have already seen about a 7- 
percent reduction in the time to market and occupy our homes na- 
tionally, about 9 percent in Ohio. And so I think we are seeing im- 
provements there. I would be happy to talk to you more about it. 
On the idea of staff on the ground 

Mr. Latham. If you would respond later, if you would like. Out 
of courtesy for other Members, I would hope we don’t make state- 
ments for 5 minutes or 4 minutes and 50 seconds and then ask a 
question with 10 seconds left. 

Ms. Kaptur. I didn’t know they had to answer the question in 
the 5 minutes, Mr. Chairman, I am sorry. 

Mr. Latham. What is that? 

Ms. Kaptur. I didn’t know they had to answer the question in 
the 5 minutes. 

Mr. Latham. Right. We are trying to stay in the 5-minute rule 
if we can. 

Secretary Donovan. We would be happy to sit down to talk 
about a team that we could put in place, as you have talked about. 

Ms. Kaptur. Thank you. 
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Mr. Latham. I thank the gentleman. The gentleman from Hous- 
ton, Mr. Carter. 

Mr. Carter. No, not Houston. 

Mr. Latham. I am sorry. 

Mr. Carter. That is all right. Texas is close enough. 

Mr. Latham. Texas. One of those States down there. 

SUSTAINABLE COMMUNITIES INITIATIVE 

Mr. Carter. One of those little States down there. Thanks for 
the comment about Austin, Texas. That happens to he my neighbor 
to the south. I live in Round Rock, Texas, for the chairman’s ben- 
efit, and the fastest growing county in the State of Texas in the 
last 10 years. And so you are going to do a project that is part of 
the Sustainable Communities Initiative that is down in Austin, I 
don’t know what the value of that project is going to be, but Presi- 
dent Obama, by Executive Order, mandated that we require now 
that agencies use project labor agreements (PLA) on projects that 
are over $25 million or above. This basically requires a union shop 
to be used. I am trying to shorten my question. We are in a right- 
to-work State in Texas, and we can probably number the union- 
based construction firms on one hand in our State. Eighty-seven 
percent of all the U.S. construction workforce is nonunion, and I 
would argue that it is probably more than that in Texas. Is HUD 
promoting these anti-competitive costs of union favoring PLAs on 
HUD projects? And I will ask specifically, is that going to be re- 
quired on the Austin project? 

DAVIS-BACON 

Secretary DoNOVAN. HUD operates under Davis-Bacon under 
very clear rules, long-standing rules, about which of our projects re- 
quire union labor and which don’t. The sustainable communities 
grants are not subject to those Davis-Bacon requirements, but a di- 
rect construction funding of just about every kind under HUD ap- 
propriations are subject to Davis-Bacon requirements. 

Mr. Carter. Where PLAs are different from Davis-Bacon, people 
argue all the time, and I would agree with you, that Davis-Bacon 
requires union wages. It doesn’t require contributions to union pen- 
sion funds, it doesn’t require those other things that the PLAs, as 
I understand it, do require. Even if it is managed by a union shop 
and there are non-union workers on the job, they have to con- 
tribute, as a union worker does, and hiring will take place at the 
union hall and all of those things. And when we are talking about 
economy, you talked to us about economy of scale, economy of plan- 
ning where you are going to save money, then how do you go to 
a very successful, probably the most successful in the Nation in the 
State of Texas, and a very proud right-to-work State, and impose 
these labor union standards on construction jobs, and how is that 
in any way cost efficient or saving the United States Government 
any money? 

Secretary DoNOVAN. I think the change that was made under the 
executive order is that PLAs were prohibited, and that was re- 
versed under the executive order. So we have used PLAs in a num- 
ber of cases, particularly with housing authorities. And we have 
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seen in those cases reductions in time it takes to build projects and 
significant savings in many of those projects under the PLA. 

Mr. Carter. Are these projects in Texas you are talking about 
or projects in other places? 

Secretary DoNOVAN. I am not aware of one in Texas at this 
point. I can check with my team and get back to you to ensure that 
that is correct, but not in my memory. 

Mr. Carter. Well, as a lawyer who developed Section 8 housing 
projects back in the 1970s, I can assure you that we could have 
built those projects much cheaper without the imposition of Davis- 
Bacon. But PLAs which require contributions to unions I find quite 
offensive to our right-to-work States. I don’t think the Federal Gov- 
ernment should be imposing that upon States that have chosen to 
make their economy run differently than the east coast or the west 
coast. And I think we have proven in this recession how effective 
it is when you do it the right way. So I am very concerned about 
that. And I thank you for telling us about it. 

Mr. Latham. The gentleman will yield back. Very good. Mr. 
Price. 

Mr. Price. Thank you, Mr. Chairman. Mr. Secretary, I want to 
ask you about your proposal regarding HOPE VI and Choice Neigh- 
borhoods, in other words, about this Nation’s most comprehensive 
program, as I understand it, for addressing the renewal of urban 
neighborhoods. I want to make a brief observation though on the 
running discussion we have had here this morning about our cur- 
rent budget situation. I actually think it is very important for all 
of us to bend over backward to figure out where we agree, and es- 
pecially to figure out what the facts are. So just a couple of quick 
comments on the process. I am regretful, and I am critical that the 
appropriations bills in this body last year did not get further along 
in the process. I was critical at the time. 

However, the fact also is that we had, through the subcommittee 
process, generally with bipartisan collaboration, 12 good bills. They 
were assembled into an omnibus bill that could have been passed 
in December. And there was nothing inevitable whatsoever about 
the Republican decision to threaten a filibuster of that bill in the 
Senate, or for that matter, a year-long CR. 

So it is not as though this was written in the stars. We could 
have avoided this kind of over-the-cliff situation we face right now. 
And so I think it is important for all sides to acknowledge their 
part in that. Secondly, surely we can also agree that the best cure 
for a deficit is a thriving economy. That is the lesson of the 1990s. 

We balanced our budget in the 1990s. We balanced it, and we 
paid off $400 billion of the national debt. We did that, yes, through 
tight budget rules; we did it through spending restraint; we did it 
through an equitable Tax Code; but above all, we did it with a 
thriving economy. It ought to be a point of common concern, in 
whatever we do on our current budget situation, that we do noth- 
ing that would slow or stifle the recovery. 

hope vi/choice neighborhoods 

Now, about Choice Neighborhoods, as you know, this sub- 
committee under previous leadership had many discussions, many 
concerns, regarding HOPE VI and Choice Neighborhoods, and it 
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has always seemed problematic to me to terminate HOPE VI and 
replace it with Choice Neighborhoods or to propose that unless and 
until Congress acts on the authorization front. 

Of course, now we are faced with the proposal from our friends 
in the majority to eliminate both programs, to fund neither HOPE 
VI nor Choice Neighborhoods. So I want to ask you what is the ra- 
tionale for your Choice Neighborhoods proposal in this budget, 
what is unique, what is distinctive about this program, why should 
we fund it in your view, or is it somehow fungible or replaceable 
by other efforts? 

Secretary DoNOVAN. Thank you for the question, because I think 
it is important. There has been some misunderstanding about the 
difference. HOPE VI, as you well know, has been a very successful 
effort, a total — it has replaced about 100,000 of the very worst pub- 
lic housing developments around the country with mixed use. 
Mixed income developments that have been very successful. It has 
attracted about twice as much money in private capital, so a total 
of $6.1 billion in public funding, attracted over $12 billion in pri- 
vate capital and has substantially improved the outcomes for resi- 
dents of that housing as well. 

Choice Neighborhoods was always intended to build on that 
record of success. And in fact, projects that are eligible under 
HOPE VI could very much be funded and would be funded under 
Choice Neighborhoods. But the problem is that if you have a pri- 
vately owned affordable housing development that is in terrible 
condition, and we have seen examples here in Washington, D.C., 
side-by-side publicly owned housing sitting next to privately owned 
affordable housing, equally terrible condition, HOPE VI could not 
help that privately owned affordable housing, it could only help the 
public housing. 

And so what we were doing with Choice Neighborhoods was 
building on the legacy of HOPE VI and expanding its applicability. 
In fact, we think it had been successful enough that we ought to 
apply that same model to other types of housing. And the intention 
was always that the significant majority, our expectation was 75 
percent or more of the Choice Neighborhoods’ funding would be 
used for public housing. 

So there is absolutely no flagging of our commitment to continue 
the legacy of HOPE VI and to continue to renovate and revitalize 
troubled public housing. Choice Neighborhoods builds on that 
record, and it does it as well by bringing other types of funding to 
the table. HOPE VI only awarded housing funding, it didn’t bring 
other kinds of funding from the Department of Justice, Department 
of Education to improve schools. Choice Neighborhoods has another 
advantage that it brings these other funding sources together with 
the funding for the housing revitalization as well. 

Mr. Price. Thank you. 


FHA RECEIPTS 

Mr. Latham. I thank the gentleman. It is my turn here. Last 
year, Mr. Olver, the former Chairman, asked you how confident 
you were that CBO was going to go along with your estimate of 
$5.8 billion of EHA receipts. And if I remember, you gave a very 
persuasive response that day saying that it is going to happen. 
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CBO didn’t really agree apparently and is going to receive about 
$4 billion less than what you had in the budget. 

So I guess I will ask Mr. Olver’s question again, how confident 
are you that CBO will go along with your estimate of $5 billion in 
FHA receipts. I hope this isn’t another budget gimmick to sup- 
posedly meet the President’s discretionary freeze, because it obvi- 
ously didn’t materialize last year and do the same thing this year. 

Secretary DoNOVAN. First of all, just in terms of what has actu- 
ally happened, we use estimates from our independent actuary to 
drive the President’s budget. And not only have those estimates in 
the actuarial review been borne out, we have actually produced 
more revenues than was predicted by our independent actuary. 
And in fact, if you look at this year, their prediction was $6 billion. 
Our latest estimate is that it will be more like $10 billion this year. 
Now, part of that, about $2 billion of that additional is from the 
premium increase, but the remainder of it is not from the premium 
increase. 

So I think in terms of the accuracy of our projections, if anything, 
they have underestimated actual results rather than the other way 
around. Now, CBO’s, one of CBO’s concerns when they estimated 
those receipts last year was in the way that we were modeling. And 
we did go back and revise the way we have modeled the FHA re- 
ceipts to improve them to account for some of the concerns that 
CBO has had. We have sat down with CBO and discussed this with 
them. They have not given us a clear indication of what their likely 
receipts would be. I would say anything the committee could do to 
encourage them to sit down with us and have these discussions be- 
fore their estimates come out rather than after would be helpful. 

And in particular, given that we have already raised premiums 
and it is clear that our receipts will be higher this year, encour- 
aging them as well to revise their receipts this year, not just for 
2012, I think would be helpful to the committee as well as to us 
to recognize those improvements that we have made. 

So I can’t sit here and tell you I know what they are going to 
say. I will say that relative to what they projected last year, it is 
absolutely clear that a higher premium will produce increased re- 
ceipts. So the difference that we have been focused on is two billion 
additional dollars. It is hard for me to see any way it could be pro- 
jected that a premium increase won’t produce substantially in- 
creased receipts, and in fact, we expect it already to be $2 billion 
this year just for part of a year. 

EMPLOYEE INCENTIVES 

Mr. Latham. You are as good as you were last year. We will see 
what CBO, our good friends down at CBO, everybody loves them. 
Anyway, I just had one question. I know there is talk about freez- 
ing the Federal workers’ salaries. And I honestly believe a lot of 
Federal employees get a very bad rap and that some incentives at 
the workplace are good. It is somewhat amazing and shocking to 
me that almost every one of your employees at HUD received a 
bonus last year. It is like 97 percent of your people all got bonuses. 
And it looks like it didn’t necessarily translate into good working 
morale — apparently the Partnership for Public Service rated HUI) 
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last in its rankings of best places to work in the Federal Govern- 
ment. 

So even though it has got all these incentives, it didn’t really 
help as far as job satisfaction. Just tell me what is — or how can you 
have 97 percent of your employees get incentives, and doesn’t that 
kind of fly in the face of what you are talking about with a freeze. 

Secretary Donovan. Yes. And in fact, the information that you 
are looking at, the number was 95 percent. But that was 2009. We 
actually haven’t awarded 2010 bonuses yet. And we are actually 
waiting to see the outcome of the budget discussions for 2011 be- 
fore we award bonuses for 2010. But I think it was very clear when 
we came in and we looked at the rating systems that were in place 
for 2009 when we took office that they were not targeted enough 
in performance, that performance criteria weren’t connected 
enough to the goals of the Department. And so we have made sub- 
stantial changes on that. 

Already with our SES the numbers are dramatically different 
this year. I think we have shared those with your staff. And while 
I will say, and I appreciate your acknowledging this, I am very 
proud of the work that our employees have done around the Recov- 
ery Act and other things, but we clearly did not have a perform- 
ance management system that accounted for truly outstanding per- 
formance and connecting that to the goals. And part of this frankly 
is the training that we provide as well. It came through in the sur- 
vey that you are talking about that our employees don’t feel that 
they are trained good enough to perform their jobs effectively. So 
both stronger performance criteria, as well as providing the support 
they need to do their jobs better I think are the two pieces that we 
are putting in place. 

Mr. Latham. I am just curious what the 3 or 5 percent did to 
not get a bonus. 

Secretary DoNOVAN. As I said, I think you will see those num- 
bers are substantially different. 

Mr. Latham. We don’t need to go there today. 

Mr. Olver. 

Mr. Olver. Thank you, Mr. Chairman. I am sure you are trying 
to reach to other people, so I just want to clarify a couple of things. 
Unfortunately, Mr. Carter has left and Mr. Price has left, but I still 
want to clarify something they said. And then, I don’t want to give 
my friend from Ohio too much time. I will make a comment on 
something that he has said as well. 

PROJECT LABOR AGREEMENTS 

First of all, on the project labor, this is more for the audience 
since it may not be entirely clear how the project labor arrange- 
ment works here, that President Bush had issued an executive 
order prohibiting the use of project labor agreements, which meant 
that it could not be used whether you were a right-to-work State 
or a union State. What President Obama did was to rescind that 
executive order and replace that executive order with an order 
which encouraged people to use it, not demand it, not require it, 
encourage right-of-work States. 

There is nothing to make them do that. If they wish to follow the 
encouragement by the President they can. There is no requirement 
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at all. And for those which were union States, they then could work 
with the project labor agreement. So in fact, we have returned to 
a situation where there is choice for whether the State wants to 
use them or not use them, number one. Number two, I want to 
simply ask you if, and you can answer it yes or no, I think, and 
we may have follow up, is Mr. Price’s comments about HOPE VI 
and Choice Neighborhoods. 

HOPE Vl/CHOICE NEIGHBORHOODS 

Have you actually in the language that you are submitting as 
your authorization language, since it has to be new, you get the 
chance to make any changes you want for this 112th Congress, you 
have to start again, and it has not gotten very far in the authoriza- 
tion process, do you make it clear that something like, as I think 
you used the word, something close between two-thirds and three- 
quarters would probably follow the pattern of HOPE VI, and the 
remainder would follow a new additional pattern, which you say 
brings in money from several other agencies. We are talking about 
our budget. 

And whatever justice puts into it or any other agency puts into 
it. We are not paying money that would normally be in from justice 
or those other departments. That would have to come from them. 

Secretary Donovan. Separately. 

Mr. Olver. Separately. Have you made it clear that you are hon- 
oring, in the language you are submitting for authorization, that 
my members on my side very much want a HOPE VI kind of a 
thing that is very clear, and Choice Neighborhoods can be a part 
of the whole program, which is, I think, what you say. Just give 
me a yes or no on that one and we can clarify it later, because I 
want to get back to my friend from Ohio so he can answer. 

Secretary DoNOVAN. The legislation that passed the committee, 
the authorizing committee in the House last year, did have a clear 
set-aside for public housing. 

Mr. Olver. And how much of that — what was that clear set- 
aside in that language? 

Secretary DoNOVAN. I believe it was 75 percent. It might have 
been two-thirds. I want to check on that. 

Mr. Olver. So then it would roughly follow then. So it did have 
that set aside? 

Secretary Donovan. Yes. 

Mr. Olver. Okay. That is fine, that is fine. Now, just a clarifica- 
tion for the gentleman from Ohio. 

Mr. LaTourette. I am all ears. 

Mr. Olver. This sort of reiterates something that Mr. Price I 
think also said. We actually, in this subcommittee, passed in a fair- 
ly bipartisan way, not as much as you might have liked, but, you 
know, reasonable, and lay a bill through the House of Representa- 
tives, it was part of that bill that went to the Senate as an omnibus 
bill, it was created out of the process of we having in the sub- 
committees created a dozen different bills, all of which were ready 
to go. 

Ours was the only one that actually passed through the House. 
And the Senate never acted on ours by itself, nor on an omnibus. 
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So that is how we got to here. I don’t wish to take particular blame 
for what happened last year on that issue. I just want to clarify. 

Mr. Latham. It is all your fault. 

Mr. Olver. Thank you. I yield back. 

Mr. Latham. Thank you. 

Mr. Olver. And I am only on yellow, look at that. And time left 
for the other three to have something. 

Mr. Latham. This is amazing. Mr. Dent. 

Mr. Dent. Thank you. Secretary Donovan, good morning. 

Secretary DoNOVAN. Good morning. 

CDBG 

Mr. Dent. With respect to the CDBG, I know you have proposed 
a cut, and certainly H.R. 1 provided a si^ificant cut to CDBG. But 
one thing I have noticed over the years is that it seems that a fair 
amount of the CDBG money is going to communities that perhaps, 
in my view, aren’t as needy as others. I often think of communities 
like Allentown or Toledo or Akron, that may need substantial help 
through CDBG, and there are other communities that are compara- 
tively very affluent growing communities, often in the south and 
the west. 

And is there a way to revise how those funds, those precious 
CDBG dollars, are allocated in a way that might be considered 
more equitable and to account for those communities that have 
greater needs, and what authorities would you need from us to 
make that happen? 

Secretary Donovan. A very important question. And I think 
there are a range of ways that we could work with the committee 
to improve the targeting and the effectiveness of CDBG. Because 
it is the most flexible program we have it is harder to measure the 
outcomes and the metrics for performance. But I think there is 
more we could do on targeting it and ensuring we are getting bang 
for our buck, so to speak. That is one set of reforms that I think 
we would want to work with the committee on. In terms of the for- 
mula itself, there is no question that the formula is an older for- 
mula at this point. And in fact, we have had discussions in prior 
years about potential reforms. And in particular, things like popu- 
lation loss and other factors in the formula are things I think 
might be worth looking at again. But one thing I would point out, 
it is a bit deceptive to say a whole community may be at a higher 
level of income when what you really need to look at is are there 
a significant number of low-income people within that community. 
So you take many cities where there may be an average income 
that is quite high and still have a large number of low- and mod- 
erate-income people with neighborhoods that are very challenged. 

And so it would be worth, I think, not just looking at the overall 
level of poverty in those places, but in fact, the share of low-income 
people and making sure that we are not cutting out communities 
that even if their average levels of income are high enough, that 
have significant needs in poor communities that need to be met by 
the purposes of CDBG. 

Mr. Dent. Well, I do want to work with this committee to try to 
help make this formula more equitable, because I have noticed it. 
There is going to be declining CDBG dollars. We have to extend 
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those as best we can in communities where they are needed most. 
And I recognize that many municipalities and communities, that 
they all have pockets of poverty or need, but some are much great- 
er than others, I mean in terms of vast swaths of many commu- 
nities, particularly in the northeast and midwest are pretty hard 
hit. And I just would like to further work with you and your folks 
on that issue. 

Mr. Olver. Would the gentleman yield for 30 seconds? 

Mr. Dent. Sure. 

Mr. Olver. Thank you very much. How quickly will we take on 
the new data, because they are coming out week by week for cen- 
suses on what are those changes in coming up with a better for- 
mula. Any idea? 

Secretary Donovan. So for 2011 we would continue to use the 
2000 census data. For 2012 our plan is to incorporate the latest 
American community survey data from 2005 to 2009, with a num- 
ber of elements from the 2010 census as well. So we would be, for 
2012, incorporating a range of new census data as well as the 
American community survey. 

Mr. Olver. So 2012 data phase in, not quickly, but phase in? 

Secretary Donovan. That is right. 

Mr. Dent. I guess my time is up, right? 

Mr. Latham. You have 50 seconds. 

Mr. Dent. Go ahead, finish the answer to your original question. 

Secretary DoNOVAN. The answer is, yes, I would be happy to sit 
down with you. 

Mr. Dent. I yield back. 

Mr. Latham. I thank the gentleman. The gentleman from Ohio, 
Mr. LaTourette. 

Mr. LaTourette. Thank you, Mr. Chairman. And I just want the 
former chairman and distinguished ranking member to know that 
I absolve you of all responsibility for what happened here last year. 
You did a masterful job of guiding this subcommittee to conclusion. 
My difficulty, however, is that your leadership in both Houses com- 
pletely abdicated their responsibility to govern this country when 
it came to the Nation’s fiscal health. It has been mentioned for the 
first time since 1974 we didn’t have a budget, and so while you 
were able to craft a bill in subcommittee it was based upon a num- 
ber that the former distinguished chairman of the committee just 
made up. 

I mean, we didn’t have a 302(b) allocation as a result of the 
budget consideration, so Mr. Obey got together and just gave each 
subcommittee a number. And then that is not a way to run the 
government. And you certainly weren’t responsible for that but oth- 
ers were. And quite frankly, I have nothing but respect for the 
former chairman, but if I had a nickel for every time he went to 
the floor during the 12 years that the Republicans were in control 
of the House of Representatives and chastised us for not com- 
pleting our work, I would live in a much better house today than 
I do, and so I would just make that observation. But enough about 
you know the past. 
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PROJECT LABOR AGREEMENTS 

I do have to talk just for a minute about Judge Carter. He is mis- 
taken sadly about project labor agreements. Ninety percent of the 
project labor agreements that are conducted in this country are 
done by private enterprises, not government, there is no union re- 
quirement. And probably the best project labor agreement example 
that is close to us is National stadium. It was completed under 
budget, under time and employed a great number of people from 
the Washington, D.C. area to get it done. There is no requirement 
that it be a union shop. The requirement is that you reach an 
agreement. And by having a project labor agreement in place, the 
history demonstrates that the contractor, the big contractor, is able 
to plan for all contingencies and you don’t have to run out and hire 
an electrician here and an electrician there. 

And it is not a union shop. It can be a non-union shop, it can 
be whatever is required. And this whole notion that somehow those 
are bad I think is misunderstood here, as is the application of 
Davis-Bacon which has been in the law since 1956 and supports a 
local labor market. I want to talk to you about the hardest-hit 
fund. Again, thanks to some very aggressive lobbying by Ms. Kap- 
tur, who is not here anymore. And Congressman Kucinich, and I 
think the President was nervous that Mr. Kucinich was going to 
run against him for President again so he designated Ohio as one 
of the hardest-hit States. But there has been a little hiccup in the 
guidance and whether or not nonprofit housing counseling agencies 
are able to participate. And the initial guidance from Treasury and 
HUD announced that HUD-approved counseling agencies had to be 
licensed under State law in order to participate. 

Three days later that instruction was rescinded. And so my ques- 
tion to you is the confusion that concerned me, and it has also con- 
cerned some of the not-for-profit counseling agencies, and just ask 
for your observation and thoughts what you are doing to fix it and 
work with Treasury, because even though Treasury was the one 
that sort of set the standards, my understanding is that the rule 
making needs to be done by HUD. And I knew that lady would 
have a piece of paper. She is the best. I hope she got a bonus. I 
am telling you that because she is really good. 

Secretary DoNOVAN. We were waiting to see how the hearing 
went today. We will be polling all of you afterwards to get your 
opinion on it. I will be honest. Congressman, I had not been aware 
that that change had been made in the Treasury rules. We have 
been working with them, but Treasury is overseeing the hardest- 
hit program. And I will have to get back to you on the specifics of 
that. 

Mr. LaTourette. That would be good. Thank you. 

Mr. Latham. Thank you, sir. Mr. Womack. 

Mr. Womack. Nothing further, Mr. Chairman. 

Mr. Latham. Mr. Dent. 

Mr. Dent. Nothing. 

Mr. Latham. Mr. Olver. That is way too tempting. 

Mr. Olver. Well, my only very brief comment is that Mr. Obey’s 
coming up with allocations for the subcommittees is not very dif- 
ferent from what the present budgetary chairman has done this 
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year, because that is essentially a deeming of the same numbers 
again. So we will see how the rest of the process goes. Thank you. 

Mr. Latham. Well, at least at that time there was a baseline to 
deem a number from, this year there is not even a budget baseline 
to have it deemed from. So anyway, we will talk personally. Any- 
way, unless you have anything further I appreciate very much your 
testimony and continued ongoing communications. We got a lot of 
work to do. Doing it smart, that is what it is all about. 

Secretary Donovan. I appreciate your leadership, Mr. Chairman. 

Mr. Latham. Okay. Thank you very much, and the hearing is ad- 
journed. 
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House Committee on Appropriations 

FY 2012 Budget Request: Department of Housing and Urban Development 
March 10, 2011 Hearing 


Mr. Latham #1 


Budget Requests for New Project Development 

Question; Last year’s budget proposed $273.7 million for Housing for the Elderly and 
$90 million for Housing for Persons with Disabilities, with no new funds for construction, only 
vouchers. Mr. Secretary, you testified before this committee that the Low Income Housing Tax 
Credit program could produce 12 times the number of units for people with disabilities and 7 
times the units for the elderly. Further, you testified that grants are insufficient for unit 
development and the 81 1 and 202 programs needed reform. In the FY 2012 request, HUD is 
once again requesting funds for vouchers and construction grants. 

Why the change to once again asking for construction funds? 

Answer: The Section 202 and Section 81 1 programs serve a critical purpose in 
addressing the housing needs of very low income elderly and persons with disabilities. 

However, amounts appropriated by Congress historically have not been sufficient to address the 
full need. Furtheimore, what has been appropriated has not always been allocated and awarded in 
the most effective ways. In FY 2011, the administration proposed no new construction funds in 
order to focus on reforming the programs in order to make them significantly more targeted and 
better leveraged. During FY 201 1 , HUD initiated a series of changes to NOFAs and guidance. 

It was supported in its reform efforts by the passage of two strongly bipartisan reform bills at the 
tail end of the 1 1 1* Congress. While HUD still has more work to do, the Administration is 
confident that the programs are ready to go, delivering much more value to local communities. 
Our partners are eager to ensure the continued availability of these funds, particularly given the 
much lower-incomes and larger percentages of frail elderly and disabled adults that these 
programs serve, even when compared to (or when paired with) low-income housing tax credits 
(LIHTC). Among the changes currently being implemented are a number that will better 
facilitate pairing Section 202 and Section 81 1 with LIHTC. When Section 202 or Section 81 1 
funds are used in conjunction with LIHTC, fewer HUD funds are required up-front on the capital 
side on a per unit basis, effectively increasing the number of lower income, frail elderly, or 
disabled households that the Federal Government supports as a share of the total inventory of 
new federally assisted low-income housing. 

The need for affordable housing for the elderly and persons with disabilities is significant 
and growing. According to recent survey data from the U.S. Census Bureau, there are an 
estimated 990,000 very low-income persons with disabilities and 1.33 million very low-income 
elderly persons with worst case housing needs. Without adequate affordable housing, these 
individuals and households are at risk, often burdening state and Federal health care programs, 
such as Medicare and Medicaid, with significant expenditures and avoidable costs. Section 202 
and Section 811 are expressly intended to respond to this need, providing critical resources to 
local communities to provide stable housing that can serve as a platform for individuals to 
remain in the community and receive the services they need. 
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Mr. Latham #2 


Vouchers and Construction Grants for Section 202/811 

Question: Are you proposing any new legislative or other reforms to remedy the problems 
that plague these programs and caused you to not support construction grants in the past. 

Answer: Yes, continuing the work it initiated in 2010, HUD remains committed to 
implementing a number of administrative and legislative changes over the course of this calendar 
year. The two bills amending Section 81 1 and Section 202 which were passed at the end of the 
111®' Congress lay a strong foundation for reforming the two programs. In addition, the 
administration expects to request fijrther statutory changes to the two bills later this spring. 

These changes are largely technical fixes designed to bring the programs better in line with best 
practice and ensure a greater return for the Federal investment. Over the course of last year, 

HUD convened a number of stakeholder forums and solicited several hundred pages of written 
comments from concerned practitioners and communities based on a set of “discussion draft” 
legislative proposals posted to HUD’s website late last fall. Any legislative proposals provided 
to Congress later this year will incorporate this significant feedback which substantiated the need 
for further statutory changes. Administratively, HUD will be implementing the new authorities 
provided to it by Congress with the passage of the two new bills as well as looking to make a 
number of other administrative changes in line with the overall reform agenda stated in the 
President’s 201 1 and 2012 budget requests. In addition, HUD will also be updating subsequent 
NOFAs and revising existing regulations and guidance. 
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Mr. Latham #3 

New Programs and Program Terminations 

Question: Please provide a list of new programs and terminations in the FY 2012 budget. 
Please list the program, the FY 20 1 1 amount, and the FY 20 1 2 request. 

Answer: Below is a table of the new programs and program terminations in the FY 2012 
Budget. 


list of Programs Terminated 

Amount 
Appropriated in 

FY 2011 

Brownfields Economic Development Initiative 

$18 Million 

Self-Help Opportunity Program (SHOP) 

$27 Million 

University Community Fund 

$25 Million 


FY2012 Budget Notes 



List of New FY 2012 Programs 

List of New Programs 

Amount requested 
in FY 2012 

FY 2012 Budget Notes 

Transforming Rental Assistance 

$200 Million 


Housing Trust Fund 

$1,000 Million 

Mandatory Account 
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Mr. Latham #4 


Programs Not Authorized by Law 


Question: Please update the table on page 214 of H. Report 1 1 1-218 for HUD programs 
(programs not authorized by law). 

Answer: Pages 214-215 of House Report 111-218 should be amended and updated as 
follows: 

• Strike the 2 lines on Native American Housing Block Grants and the line on Federal 
Guarantees, 

• Strike the line on Rural Housing and Economic Development. 

• After Neighborhood Initiatives, add a line for Sustainable Communities Initiative and a 
line for Rural Innovation Fund. 

• Revise HOPE VI by striking “2007” and inserting “2010” and by striking “99,000” and 
inserting XXXX. 

• After HOPE VI, add a line for Choice Neighborhoods. 

• After Self-Help Homeownership Opportunity Program, add a line for Homeless 
Assistance with the following information: 2011, SSAN, XXXX. 

• After Salaries and Expenses, add a line for Transformation Initiative. 
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Mr. Latham #5 


hud’s Budget Formulation Process 


Question: Please explain how HUD formulates the budget. Does HUD build its budget 
from the bottom up or only based on new initiatives? Please describe the process how every 
office and function within HUD is analyzed for its needs and costs. 

Answer: HUD’s budget formulation process can differ from year-to-year, but generally 
follows certain repeatable approaches. It is both bottom-up and top-down in that there is 
widespread and deep participation by all program offices accumulating the expertise of the 
principal leadership as well as program experts and technicians. This process is of course highly 
influenced by the direction and leadership of the Secretary. 

Furthermore, top-down guidance is provided by the White House and the Office of 
Management and Budget in terms of overall budgetary resources as well as program priorities 
inclusive of new presidential initiatives. Both the Department and the Administration also take 
cognizance of Congressional budget actions, proposals, and stated priorities involving the 
Department. 

During the prioritization process, HUD reviews low priority programs that may no longer 
support the Department’s mission or are viewed as ineffective. In addition, HUD carefully 
analyzes the internal budget pressures of our core programs. The Department’s rental assistance 
programs constitute approximately 70 percent of the total budget. Preserving existing units 
(renewals) is a key objective, which places additional pressures on other programs, and therefore, 
careful prioritization. For all of HUD’s programs, a key element in budget decision-making is 
acknowledging the factors that are often beyond the control of the Department that determine 
budget decisions including inflation and macro-economic conditions. These factors are 
particular important for the Tenant-Based Rental Assistance, Project-Based Rental Assistance, 
and Public Housing Operating Fund programs as well as all efforts to provide an urban policy 
that meets the needs of communities in distress. 

As part of the effort to match budget resources, mission objectives, and program priorities, 
the Department focuses on key activities that have become prominent each year. In recent years 
these include the expansion of Federal Housing Administration Single family and Multifamily 
activity in response to the mortgage crisis and unavailability of sufficient capital resources. 
Another key example is the effort under the President’s Federal Strategic Plan to Prevent and 
End Homelessness reflected by an expanded homeless request including key investment VASH 
vouchers through the joint HUD-VA interagency partnership. The President and the Department 
have also pursued key initiatives including Sustainable Communities, Transforming Rental 
Assistance, and Choice Neighborhoods. Initiatives are important to provide real change, 
innovation and progress through our housing and urban programs, but do not singularly drive the 
budget process. 
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Productivity or Program Efficiencies 


Mr. Latham #6 


Question: Please describe how the request identifies productivity or program efficiencies 
to the base programs in this year’s request. Please provide specific examples for each program 
office. 


Answer: Below are the responses by program office. 

TRANSFORMATION INITIATIVE (TI) 

The FY 2012 Budget continues to propose a Departmentwide HUD TI Fund to be funded 
by transfers from program accounts of up to 0.5 percent at the Secretary’s discretion (maximum 
transfers of $120 million). HUD proposes to use these funds for three complementary purposes: 
research, evaluation and program metrics; program demonstrations; and technical assistance and 
capacity building. Each of these TI categories will receive not less than 1 0 percent and not more 
than 70 percent of the aggregate funds. The TI Fund will help the Department be more 
responsive to shifting needs and new mandates, produce better quality data and reports to inform 
policy and management decision-making, and use its budgetary resources more effectively and 
efficiently. 

In 2012, HUD will also continue to invest in the modernization of IT systems and execute 
planned projects with available resources. No new funding is requested for the TI Technology 
Initiative, but HUD will continue IT modernization projects including development and 
deployment of modernized FHA systems and the Next Generation Voucher Management System 
(NGVMS) through the Working Capital Fund. 

PUBLIC AND INDIAN HOUSING 


TARGETED RENTAL ASSISTANCE 


As part of the 2012 Budget Request, HUD is proposing statutory changes to its three largest 
rental assistance programs (Housing Choice Voucher Program, public housing, and Section 8 
Project-Based Rental Assistance). These provisions will increase access to rental assistance for 
working low-income families while reducing administrative burden on Public Housing Agencies 
(PHAs) and private owners, as well as resulting in an overall reduction in the cost of the 
programs. The proposed changes to the US Housing Act of 1 937 are as follows: 

• Broadening the statutory of definition for “extremely low-income” so that it will be the 
higher of either the poverty guidelines provided by the Department of Health and Human 
Services or 30 percent of median, family income for the area. The effect of the proposed 
change is to ensure that working poor families can be targeted for housing voucher 
assistance, and it would save $846 million over 5 years in the Tenant-Based Rental 
Assistance account. 
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• Revising deductions for elderly and disabled families by increasing the standard 
deduction to $675 from $400. However, this increase would be offset by increasing the 
current threshold for deducting medical, attendant care, and auxiliary aid expenses from 3 
percent of income to 1 0 percent of income and wilt greatly simplify income 
determinations and recertifications for these populations. 

• Revising the recertification of income for fixed income families from annually to every 3 
years. This change will allow PHAs and private owners to allocate limited staff time and 
resources to other areas of program administration. 

• Allowing PHAs to provide an exception payment standard of up to 120 percent of the 
Fair Market Rent (FMR) as a reasonable accommodation for a family that includes a 
person with a disability, as opposed to having to request HUD approval. This will reduce 
administrative burden without any additional cost, and will expedite the process that 
ensures that the disabled person has access to appropriate housing opportunities. 

• Revising the process by which HUD establishes the FMR to allow HUD to use more 
recent data. This will make FMRs more accurate and reduce administrative costs. 

• Authorizing HUD to conduct a rent policy demonstration. The demonstration will allow 
HUD to conduct research on changes in rent policy that encourage families to obtain 
employment, increase their incomes, and achieve economic self-sufficiency while 
reducing administrative burdens and costs to PHAs and owners. 

• Utilization Tool: The Department is currently implementing a major effort to stabilize 
leasing relative to budget authority across 2,350 PHAs in the program. This effort will 
allow HUD to manage the HCV Program’s budget authority more effectively while 
helping PHAs to sustain leasing levels across program cycles. The Department aims to 
institutionalize this effort through new systems and to build upon the working 
relationship between HUD Field Office and PHAs. The Department has developed a 
utilization tool to identify agencies that may be at risk of shortfalls so that the Department 
can work closely with these PHAs to address and correct those problems. 

• Next Generation VMS: Next Generation VMS will fundamentally improve the business 
performance of HUD’s rental assistance programs over several years. As part of this 
effort, the Department has identified business and data proves weaknesses in the HCV 
program that adversely affect HUD’s ability to forecast funding requirements, effectively 
monitor PHAs, respond to HUD related inquiries for funding uses and justifications and 
integrate with HUD’s other rental assistance programs. In response, HUD has developed 
a plan to improve the business processes for administering the HCV program by replacing 
its voucher management system. (VMS) technology. The primary goal of this project is to 
build HUD’s NGVMS system, a system with an appropriate and useful set of tools to 
manage and administer the program. In fall 2010, HUD selected a contractor to 
implement the Business Process Reengineering portion of the NGVMS and the 
Congressionally funded reengineering process is currently underway. Based on the 
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recommendations, this project will assist HUD in improving automated tracking controls 
across the Ml line of HCV business processes. It will integrate HCV efforts with the 
rental housing assistance programs administered by Housing and other HUD offices. By 
aligning current and future HCV processes with HUD’s other lines of business, HUD 
aims to simplify and streamline business operations and improve efficiency and reporting. 
This effort will maximize investment returns with business driven, service oriented 
solutions that employ shared and standardized technology. 

• Administrative Fees: The Department has awarded contracts to PHAs to administer 
approximately 15,600 Project-Based Section 8 Housing Assistance Payments Contracts 
that provide monthly rental assistance to low and moderate income, elderly and disabled 
households. As a result of limiting the amount a PHA could propose from 3 percent to 
2.5 percent of the 2 bedroom Fair Market Rent, the total reduction in administrative fee 
costs realized from the national recompetition is approximately $100 million per year. 

• Administrative Fee Study: HUD is concerned that the current admin fee calculation 
methodology is not sufficient to estimate the cost of administering the program 
accurately. HUD is conducting an in depth time and motion study, the results of which 
will provide justification for an adequate revision of the admin fee funding formula for 
FY 2013 and beyond. HUD’s Office of Policy, Development and Research is overseeing 
this study. 

• Offset and Reallocation: HUD is again requesting authority to offset PHA contract 
renewal allocations based on excess amounts in net restricted asset balances. This policy 
will improve future funding utilization by encouraging PHAs to use their annual 
allocation in full. The ability of the HCV program to improve and stabilize leasing levels 
in FY 2012 would be greatly enhanced by this policy change. 

CAPITAL FUND 


• Green Physical Needs Assessment tool: The Department is developing a Physical Needs 
Assessment (PNA) tool that will enable PHAs to track comprehensively the 
modernization and improvements to properties through the replacement of everything 
from roofs to major systems to windows. The tool will assist PHAs in prioritizing 
activities to direct Federal funds to areas of the greatest need. The Green PNA tool will 
also house data from energy audits, enabling PHAs to more easily evaluate the cost 
effectiveness of implementing energy efficient building components. Finally, the tool will 
upload the improvements made annually, and those improvements for which funding was 
insufficient to complete in any particular year, enabling HUD to measure the impact of 
annual Capital Fund appropriations on the physical needs of the public housing stock. 

• Alternative Finance: The Department continues to implement the Capital Fund 
Financing Program (CFFP), Operating Fund Financing Program (OFFP), and Public 
Housing Mortgage Tran,sactions Program (PMT). All three of these programs allow 
PHAs greater flexibility in structuring modernization and development transactions. 
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Among other things, these programs have permitted PHAs to leverage non-public 
housing funds, and to engage in more efficient transactions with greater economies of 
scope and scale than would be the case if they were limited to utilizing only public 
housing funds. Notably, these transactions leverage the significant resources of the 
private capital markets, which also serves as an oversight mechanism in that creditors wilt 
further validate PHA business decisions to maximize the strength of their investment. 

• Expansion of the Recovery Act Management and Performance System: The 
Department developed the Recovery Act Management and Performance System 
(“RAMPS”) to track National Environmental Protection Act (NEPA) compliance and 
core activities consistent with Capital Fund eligible activities in the use of Recovery Act 
funds. Through RAMPS, the Department has collected data that the GAO has recognized 
as being significant in the furtherance of transparency efforts. The Department is in the 
process of adapting this data to be displayed on the web for the public. Importantly, the 
Department is expanding the RAMPS Paperwork Reduction Act authorization to allow 
for automated collection of the annual Performance and Evaluation report. This would 
enable the Department to electronically track the uses of Capital Funds by a particular 
PHA through an expedited submission process as well as allowing for the aggregation of 
data. The significant data collection that RAMPS has accomplished has led the 
Department to explore the expansion of RAMPS to the regular program. 

PUBLIC HOUSING OPERATING FUND 


The 2012 Operating Subsidy Budget request seeks to increase overall program 
effectiveness and efficiencies by putting program resources to their best use. Over the program’s 
history, operating reserves have accumulated to a level that exceeds the Department’s current 
guidance related to minimum reserve levels. The Department encourages housing authorities to 
use program resources to the benefit of their properties and residents, and in a manner that is 
consistent with the fund’s statutory use authority. To accomplish this, the budget proposal 
includes an allocation adjustment against those operating reserve balances that exceed the 
Department’s minimum reserve recommendations. 

NATIVE AMERICAN PROGRAMS 


The Indian Housing Block Grant (IHBG), which is authorized under title 1 of the Native 
American Housing Assistance and Self-Determination Act of 1996, as amended (25 U.S.C. 

41 1 1)(NAHASDA), is the single largest source of funding for housing assistance for low- income 
American Indians and Alaska Natives living on reservations or in other traditional Indian areas, 
where decent, affordable housing is desperately needed. Risk is minimized by an aggressive 
monitoring program that ensures grantees comply with regulations. A major program 
improvement will be implemented beginning in FY 201 1, when the Indian Housing Plan and 
Annual Performance Report Forms will be revised to collect more relevant data while 
streamlining the planning and reporting processes for grantees. Program funds are often 
leveraged and used as a catalyst for community and economic development, thereby maximizing 
the effect of the grant dollars. In the last few years, HUD has invested in conservation measures 
by promoting green building and energy efficiency to its tribal recipients, providing them with 
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training, technical assistance, and energy audits. HUD expects to award FY 2012 IHBGs to 
approximately 360 recipients representing more than 550 tribes in 34 states. The amount 
requested will support a wide range of housing assistance activities, including the construction, 
acquisition, or substantial rehabilitation of approximately 5,800 affordable homes. In addition, 
the grants will fund the modernization and maintenance of more than 50,000 housing units that 
were developed prior to the enactment of NAHASDA. 

The Native Hawaiian Housing Block Grant, title VIII of NAHASDA (25 U.S.C. 4222), 
directly supports HUD’s mission to create strong, sustainable communities and quality affordable 
housing by stabilizing Native Hawaiian neighborhoods and promoting the growth of sustainable 
economies on the Hawaiian Home Lands. The sole grantee, the (state) Department of Hawaiian 
Home Lands, has used these ftmds in recent years to invest heavily in infrastructure, making 
steady progress toward its long-term goals. The fiinds have also been used to assist communities 
with implementing alternative energy resources to reduce housing costs for low-income families. 
Remote monitoring of the grantee is continual and on-site monitoring occurs every 5 years. The 
Department of Hawaiian Home Lands works successfully with many Hawaiian organizations, 
civic groups, and service agencies in the public, private, and government sectors to provide a 
coordinated approach to housing and community development. Since FY 2005, this program has 
provided more than 380 Native Hawaiian families with homes on Hawaiian Home Lands, along 
with the related infrastructure, and has counseled hundreds of families about the re.sponsibilities 
of homeownership. In FY 2012, HUD expects the program will develop at least 65 homes and 
the related infrastructure for low-income Native Hawaiian families living on Hawaiian Home 
Lands. 

The Indian Housing Loan Guarantee program, authorized by section 1 84 of the Housing 
and Community Development Act of 1992 (12 U.S.C. 17!5z-13a) (Section 184) supports the 
investment of private capital in underserved markets and addresses the goal to promote 
sustainable communities by increasing homeownership opportunities. Before this program was 
implemented, private lenders had either refused or had been reluctant to make loans in Indian 
Country because of the unique legal status of Indian trust lands. The 1 00 percent loan guarantee 
provided by this program gives these lenders the incentive to market loans to this underserved 
population. This program is in the process of updating its electronic data systems to expedite 
loan underwriting and processing. HUD’s Office of Loan Guarantee is working with private 
lenders to streamline loan making and enhance loan servicing. This highly successful program 
has consistently maintained a foreclosure rate of less than one percent. In its 17-year history, this 
program has provided more than 13,000 guaranteed home loans, valued at more than $2 billion, 
to Indian and Alaska Native families. In FY 2012, HUD expects the program will assist at least 
4,200 American Indian and Alaska Native families by guaranteeing home loans worth more than 
$693 million, 

COMMUNITY PLANNING AND DEVELOPMENT 

HOPWA 


Under the FY 2012 HOPWA request, grantees will be provided technical assistance to 
improve coordination of their local HIV/AIDS housing efforts with other affordable housing and 
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care assistance. The use of cost effective on-line curriculum training will be continued, for 
example, to promote certification for completion of HOPWA financial management training. 
Further, HOPWA activities will be more integrated under a One CPD effort funded through the 
Transformation Initiative, to more comprehensively assess and address capacity issues for high 
risk grantees to support improved results and effective project management. HUD is currently 
consulting with program stakeholders on preparation of a legislative proposal to be submitted 
later in the year to target HOPWA resources using up-to-date HIV surveillance data, now 
available from the Centers for Disease Control and Prevention. 

HOMELESS ASSISTANCE GRANTS 

The FY 2012 request for the Homeless Assistance Grants (HAG) account includes the 
implementation of new performance measures authorized under the Homeless Emergency 
Assistance and Rapid Transition to Housing (HEARTH) Act, in addition to other efficiencies 
(e.g. consolidating grants) authorized under HEARTH. HEARTH is a significant reform of the 
homeless program that will be implemented beginning in FY 201 1 and into FY 2012. HEARTH 
allows for greater flexibility, expands and improves the Emergency Solutions Grants formula 
program, enhances homelessness prevention efforts and provides funding for improved 
administrative support. The implementation of these program and administrative activities will 
allow HUD to better measure performance at both the project and community levels, and to 
create administrative efficiencies in communities that have demonstrated financial management 
capacity. HUD also continues to expand the use of its new electronic grants management system 
to save time and money in administering its portfolio of over 7,000 grants. In FY 2012, HUD 
intends to launch the final reporting module of the new electronic grants management system to 
improve the quality of project level performance data and to tie outcome data to the application 
for renewal funding, 

CDBG 


CDBG is a formula-based program and responsibility for actual implementation of 
programs resides with grantees. For its part, CPD is updating the consolidated planning process 
and strengthening its technical assistance delivery focus and process. Also, CPD is improving its 
own staff capacity through development of core training. 

CPD is revising the consolidated planning (Con Plan) process that applies to CDBG and 
other formula programs administered by CPD to make it more relevant and meaningful to 
decision makers and the public. The “Con Plan” has been effectively unchanged since its 
inception in the mid-1990’s and the content is in need of improvement. Both CPD and our 
program partners understand that the Con Plan process must be simplified, and unnecessary 
burden reduced or eliminated through better use of technology, including linking the Con Plan 
and annual action plan to the Integrated Disbursement and Information System (IDIS) and 
eliminating the need of preparing a separate annual report, CPD will be previewing the Con Plan 
revisions throughout the summer and fall on our website at www.hud.gov/cpd and at various 
interest group meetings. CPD is preparing to launch the revised Con Plan in the spring of 20 1 2. 
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CPD is also moving rapidly to implement the OneCPD technical assistance process, 
initially funded under the Transformation Initiative, to build on the Neighborhood Stabilization 
Program’s re-design of the technical assistance process. Under OneCPD, technical assistance 
will adopt a place-based strategy with the goal of improving the ability of grantees to understand 
their local market conditions, set goals, and design and effectively carry out their housing and 
community development programs, 

HOME 

During FYs 201 1 and 2012, HUD plans to issue a proposed rule to make changes to the 
HOME program to enhance performance and accountability. Proposed changes will address 
Community Housing Development Organizations (CHDO) performance, underwriting standards 
for rental housing and homeownership, deadlines for completing projects, and ongoing 
monitoring of financial conditions of HOME-assisted projects. The HOME program will also 
utilize OneCPD technical assistance efforts funded through the Transformation Initiative and 
participate in the reform of the Consolidated Planning (Con Plan) process. 

HOUSING 

FHA MULTIFAMILY PROGRAMS 


The volume of application for FHA multifamily mortgage insurance programs has 
increased dramatically since 2008. In 2008, FHA played a small role in Multifamily housing 
finance - about 2 percent of the market or $2 billion in loan endorsements. Currently, FHA 
insured financing comprises approximately 30 percent of the market, with production increasing 
5-fold from 2008 to present - endorsing $1 1 billion in FY 2010. Multifamily loan processing is 
being performed with 15 percent fewer staff from 2008 levels. To address the processing 
challenges resulting from this increase in volume, Multifamily is engaged in a major workload 
management initiative to analyze work flow and identily bottlenecks. We are implementing 
changes that have immediate impact and produce immediate results. We have also identified 
technical discipline gaps in field offices with high volume and are shifting both workload and 
staff resources to address these imbalances. A third example is our implementation of an early 
screening protocol, which improves the quality of the applications and permits only complete and 
reviewable applications to be placed in the technical processing queue. In addition to these 
short-term improvements, Multifamily is also focused on developing long-term solutions for 
business process improvements. 

GOVERNMENT NATIONAL MORTGAGE ASSOCIATION 

The FY 201 2 Government National Mortgage Association (Ginnie Mae) budget request 
seeks funding to ensure sufficient staffing levels and administrative, expenses to prudently 
manage Ginnie Mae’s obligations on over $1 .2 trillion of mortgage-backed securities (MBS). 

The primary objective of the request is to continue efforts to expand and enhance a robust and 
comprehensive enterprise risk management focus on the increasingly complex and growing 
program. Additionally, the staffing supported by the budget will increase and enhance 
productivity and program efficiencies. Benefits are more fiilly described, below. 
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Background . The budget request reflects the staffing and administrative expenses that are 
consistent with and needed to support the important contribution that the Girmie Mae MBS 
Program makes attracting and providing global capital necessary to expand homeownership and 
affordable rental housing opportunities. Ginnie Mae MBS facilitates the financing of residential 
mortgage loans insured or guaranteed by the Federal Housing Administration (FHA), the 
Department of Veterans Affairs (VA), the Department of Agriculture (USDA) Rural 
Development Housing and Community Facilities Programs and the Secretary of Housing and 
Urban Development under Native American Indian Housing Loan Guarantee Program (Section 
184 of the Housing and Community Development Act of 1992) and administered by the Office 
of Public and Indian Housing (PIH). Ginnie Mae is responsible for the administration of 
activities associated with the MBS, the Multiclass Securities programs, the Home Equity 
Conversion Mortgages (HECM), and supports the Department in the Targeted Lending 
Initiatives, providing private capital to finance mortgage loans in the nation’s urban and rural 
Empowerment Zones or Enterprise Communities. 

In FY 2012, Ginnie Mae is requesting $500 billion in new commitment authority and 
estimating new guarantees of $278 billion. The guarantees issued will ensure that mortgage 
financing is available for homeownership and rental housing. Commitment authority obligated 
in FY 2012 will provide private capital to finance single family home purchases and refinances, 
and affordable multifamily rental housing for an estimated 1 .4 million households, and financing 
for health care facilities. 

The mortgage financing provided by the $500 billion in new commitment authority will 
also allow Ginnie Mae to continue to help stabilize the housing market during the ongoing 
housing crisis by supporting a number of Federal Government efforts to assist struggling 
homeowners and by facilitating a secondary market for the loans that result from these initiatives. 
The ability to offer the full faith and credit guaranty of the U.S. Government on its MBS is the 
principal means by which Girmie Mae serves as a source of funding. The global demand for these 
securities provides a steady source of funding for government-insured loans, as can be seen by 
the rate of government insured loans put into Ginnie Mae pools. As of March 31, 2011, more 
than 99.5 percent of FHA fixed-rate single family loans, 97 percent of multifamily eligible loans, 
and 97 percent of VA fixed-rate single family loans were placed into Ginnie Mae pools. Ginnie 
Mae expects this participation rate to continue. 

As a result of receiving $500 billion in new commitment authority, it is estimated that the 
outstanding MBS portfolio guaranteed will increase by $134 billion and it is estimated that the 
outstanding MBS balance will be $1.3 trillion at the end of FY 2012, which would lead to 
increased guaranty fee revenues. Currently, Ginnie Mae is forecasting net profits in excess of 
$750 million for FY 2012. 

Increased productivity and efficiencies in the 2012 Budget Request : Increased productivity 
and efficiencies will be gained in FY 2012 with an increase in specialized professionals 
supporting Ginnie Mae’s ongoing commitment to effect more robust risk management processes. 
With additional staff, Ginnie Mae will increase onsite and offsite issuer oversight by adding 
additional staff in the Office of Mortgage-Backed Securities, both Account Executives and 
Monitoring staff, as well as in the newly proposed Office of Enterprise Risk. Ginnie Mae staff 
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closely reviews all its issuers from both an operational and financial perspective. New issuers 
and existing issuers are reviewed onsite as necessaiy through regular monitoring of their financial 
statements, loan origination characteristics, and other performance measures. 

Ginnie Mae will continue to enhance the Ginnie Mae Portfolio Analysis Database System 
(GPADS), which is an analytic tool that helps track counterparty risk using a range of portfolio 
statistics and performance comparisons with cohort and broader peer group activity. Ginnie Mae 
will continue to work with FHA, VA, and the Department of Agriculture’s Rural Development 
on sharing loan data to match loan guarantees. 

The increase in specialized professionals will enable quicker detection of, and actions 
against, emerging programmatic risk. Productivity and efficiencies will also be realized as 
additional staff are hired to support Ginnie Mae’s goals to expand its portfolio modeling and 
valuation capabilities, as well as its investment in upgrading the MBS pooling and accounting 
operations and technology platforms. Finally and consistent with Ginnie Mae’s goals for 
increased productivity and efficiencies, the increase in staff will result in a reduction in reliance 
on contractors, and related expense. 

FHEO 

Based on past year trends, HUD expects Fair Housing Assistance Program (FHAP) 
agencies to process over 8,000 complaints of housing discrimination in FY 2012. While we 
cannot predict this number with certainty, current and past years support this level of 
productivity. 

In terms of efficiency, HUD reviews every complaint processed by FHAP agencies for 
timeliness and quality. Based on that review, we will reimburse FHAP agencies up to $2,600 per 
complaint, and the amount they receive is calculated based on the timeliness and quality of the 
investigation. The maximum possible payment is $2,600 for a fully investigated case that results 
in a determination or a conciliation agreement. HUD tracks the performance of each agency to 
ensure that they conduct an efficient and timely investigation. In FY 2010, 55 percent of the new 
cases received were closed within 100 days and 96 percent of cases open the previous year closed 
last year. Those that remained open did so because of the complexity of the evidence, the legal 
arguments or because of adjudication. To ensure that quality is not sacrificed by these 
organizations, HUD conducts on-site performance assessments of FHAP agencies at least every 2 
years. During the performance assessments, HUD determines whether the FHAP agency engages 
in timely, comprehensive, and thorough fair housing complaint investigation, conciliation, and 
enforcement activities. HUD utilizes the specific standards and requirements enumerated at 24 
CFR Section 1 15.206 to make this determination. 

A recent series of studies shows that the foreclosure and economic crises has had the 
unintended and ironic effect of tightening housing markets and driving up rents and the costs of 
homes, often much faster than increases in wages. As a result the Department often sees much 
discrimination in the housing market, such as segregation, lending and rental discrimination, 
racial steering, and accommodation and modification issues that prevent people with disabilities 
access to safe and decent housing. The assistance that Fair Housing Initiatives Program (FHIP) 
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grantees provide to victims of housing discrimination in their geographic areas and their 
knowledge of housing discrimination patterns in their communities to combat systemic housing 
discrimination has proven to be the most efficient and effective way of addressing housing 
discrimination in this country. FHIP grantees have the capacity to investigate and test complaints 
of housing discrimination and significantly strengthen cases filed with HUD. As a result of these 
efforts, complaints filed with the Department by FHIP grantees are 20 percent more likely to 
result in a settlement, conciliation, or a finding that discrimination occurred, than are complaints 
not referred by a FHIP agency. 

In addition to their enforcement services, these FHIP organizations do an efficient and 
effective job of educating the public about their rights under fair housing laws and how to report 
a complaint of discrimination. Each year the Department awards a national fair housing 
education and outreach grant through the FHIP. Under the 2009 national education initiative, the 
National Fair Housing Alliance, in partnership with the Leadership Conference on Civil Rights 
Education Fund, launched with HUD a multilingual national campaign in mainstream and 
community newspapers, magazines, radio/TV, buses, movie theaters, and other places. This 
media campaign enabled consumers to avoid being victims of predatory lending and foreclosure 
prevention scams and assisted consumers reentering the rental market to understand the full 
range of their housing choices. In 2009, the campaign received almost $8.3 million in donated 
media and resulted in more than 580 million audience “impressions.” 

To ensure that FHIP grantees provide quality fair housing services, the Department 
conducts multiple reviews of FHIP grantees. First, prior to awarding funding, the Department 
assembles a panel of fair housing experts to review grant applications and select the best 
organizations for funding. Then, during the grant application process, each grantee informs the 
Department of specific measurable outcomes they will achieve during the course of the grant and 
if they receive an award they report to the Department quarterly on their progress on these goals. 
In addition, every year, for every grant, the Department conducts an onsite monitoring review of 
the grantee. This includes reviewing cases, financial records, and testing methodology. If 
something is amiss and is not corrected after the Department provides technical assistance, and 
the Department may recapture the funding from the grantee. Finally, at the conclusion of the 
grant the Department conducts a performance assessment of the grantee. This review looks at the 
project management, project outcomes, financial management, and the timeliness of 
performance. The score given on this progress review determines eligibility for future FHIP 
grants. Any grantee with poor performance cannot receive funding from the FHIP until the 
regional offices confirm say they have resolved their problems. 

HEALTHY HOMES AND LEAD HAZARD CONTROL 

The funding request for Lead Hazard Reduction includes funding for Healthy Homes 
activities. Funds for healthy homes activities, when performed in conjunction with lead hazard 
control program funding activities, create efficiencies in the delivery of activities that assess and 
reduce environmental hazards simultaneously, rather than separately, in the home. 

Under the 1999 Appropriations Act, which created the Healthy Homes Initiative program, 
money from Healthy Homes grant programs can be used for assessing and controlling both lead- 
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based paint and other housing-related environmental diseases and hazards in the home. 

However, our Lead-Based Paint Hazard Control Grant program and Lead Hazard Reduction 
Demonstration Grant program have inherent statutory restrictions on the use of funds beyond 
lead hazard control activities. Therefore, in allowing applicants to request both lead hazard 
control and a portion of healthy homes funding in the same funding announcement, resources are 
NOT directed toward housing deficiencies linked to a single disease or condition. Funds can 
instead be addressed simultaneously which is mote cost effective and can help end the cost- 
shifting that causes higher medical bills and higher housing maintenance costs. 
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Mr. Latham #9 


FTEs 


Question: Please provide the number of Full Time Equivalents (FTE) for each program 
office within HUD from FY 2001 to FY 201 1. Please delineate by program office and budget 
activity. Please include the budget request, enacted and actual amount for each year. 

Answer: See attached chart. 



FTE 2000 - 2011 
(2).xb 
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Mr. Latham# 10 


On-Board Stafif for Program Offices 


Answer: Please provide the number of on-board staff for each program office within HUD 
from FY 2001 to FY 201 1. Please delineate by program, office and budget activity. 

Answer: See attached table. 



On-board Staff 
2001-2010.xlsx 
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Mr. Latham #11 

Budget Request Level vs Enacted Level 

Question: Please provide a chart showing the budget request level versus enacted level for 
HUD since FY 2001. Please include all supplemental/rescissions. Please delineate by program 
area, office and budget activity. 

Answer: See the attached chart. The file contains four tabs. The large spreadsheet 
showing budgetary information from FY 2000 to present is, with the exception of the FY 201 1 
enacted column, taken from HUD Congressional Justifications. The last two tabs specifically lay 
out the requested information on supplemental and TI transfers. 



FY Enacted 


Requested 2000 to p 
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Mr. Latham# 12 


New Programs and Program Terminations 

Question: Please provide a table showing new programs and program terminations in the 
Department’s FY 2012 budget request. 

Answer: Below is a table of new programs and program terminations in the FY 2012 
Budget. 


List of Programs Terminated 

Amount 
Appropriated in 

FY 2011 

FY 2012 Budget Notes 

Brownfields Economic Development Initiative 

$18 Million 


Self-Help Opportunity Program (SHOP) 

$27 Million 


University Community Fund 

$25 Million 


List of New FY 2012 Programs 

List of New Programs 

Amount requested 
in FY 2012 

FY 2012 Budget Notes 

Transforming Rental Assistance 

$200 Million 


Housing Trust Fund 

$1,000 Million 

Mandatory Account 
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Mr. Latham #13 


General Provisions 


Question: Please describe each of the General Provision included in the FY 2012 budget 
request. 

Answer: The table below contains the following information: (1) The first column — 
General Provision — lists each General Provision requested by HUD in its FY 2012 budget 
request; (2) The second column — Same as FY 2010, Revised, or New — indicates whether a 
provision was included in HUD’s FY 2010 Appropriations, has been revised from the FY 2010 
appropriations language, or is a new provision. The third column — Description — ^provides a 
brief description of each General Provision and any requested revisions. In the General Provision 
column, new language is italicized and underlined, and language proposed for deletion is 
bracketed. For comparison purposes, the Department is operating under the General Provisions 
enacted in the FY 2010 Consolidated Appropriations Act, P.L. 111-117, per the full-year 
FY 201 1 Continuing Resolution, P.L. 1 12-10. 


General Provision 

Same as FY 2010, 
Revised, or New 

Deseription 

SEC. 201 . Fifty percent of the amounts 
of budget authority, or in lieu thereof 50 
percent of the cash amounts associated 
with such budget authority, that are 
recaptured from projects described in 
section 1012(a) of the Stewart B. 
McKinney Homeless Assistance 
Amendments Act of 1988 (42 U.S.C. 

1437 notel shall be frescissionkaHce/Zed 
or in the case of cash, shall be remitted to 
the Treasury, and such amounts of 
budget authority or cash recaptured and 
not rrescissionlemtcei/c^f or remitted to 
the Treasury shall be used by State 
housing finance agencies or local 
governments or local housing agencies 
with projects approved by the Secretaiy 
of Housing and Urban Development for 
which settlement occurred after January 

1, 1992, in accordance with such section. 
Notwithstanding the previous sentence, 
the Secretary may award up to 15 percent 
of the budget authority or cash 
recaotured and not rrescission1ci3’wce//eJ 
or remitted to the Treasury to provide 
project owners with incentives to 
refinance their project at a lower interest 

Revised 

HUD may require the refunding of 
certain Section 8 project bonds in 
order to lower debt service payments 
and, therefore, the Section 8 subsidy. 
Section 1 0 1 2 of the McKinney Act 
requires HUD to split the 
“overpayments” evenly between 
Treasury and State Housing Finance 
Agencies. Revised language replaces 
“rescission" with '‘cancelled". 
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rate. 



SEC. 202. None of the amounts made 
available under this Act may be used 
during fiscal year [2010]2£/2 to 
investigate or prosecute under the Fair 
Housing Act any otherwise lawful 
activity engaged in by one or more 
persons, including the filing or 
maintaining of a non-frivolous legal 
action, that is engaged in solely for the 
purpose of achieving or preventing action 
by a Government official or entity, or a 
court of competent jurisdiction. 

Same as FY 2010 

Precludes the use of funds to 
prosecute or investigate legal 
activities under the Fair Housing Act. 

SEC. 203. (a) Notwithstanding section 
854(c)(1)(A) of the AIDS Housing 
Opportunity Act (42 U.S.C. 
l2903(cXl)(A)), from any amounts made 
available under this title for fiscal year 
[20 1 012072 that are al located under such 
section, the Secretary of Housing and 
Urban Development shall allocate and 
make a grant, in the amount determined 
under subsection (b), for any State that — 

(1) received an allocation in a prior 
fiscal year under clause (ii) of such 
section; and 

(2) is not otherwise eligible for an 
allocation for fiscal year [201012072 
under such clause (ii) because the areas 
in the State outside of the metropolitan 
statistical areas that qualify under 
clause (i) in fiscal year 1201012072 do 
not have the number of cases of 
acquired immunodeficiency syndrome 
(AIDS) required under such clause. 

(b) The amount of the allocation and 
grant for any State described in 
subsection (a) shall be an amount based 
on the cumulative number of AIDS cases 
in the areas of that State that are outside 
of metropolitan statistical areas that 
qualify under clause (i) of such section 
854(c)(1)(A) in fiscal year 1201012072, 
in proportion to AIDS cases among cities 
and States that qualify under clauses (i) 
and (ii) of such section and States 
deemed eligible under subsection (a). 

Same as FY 2010 

Gives HUD the authority to honor an 
agreement between the city that is 
initially designated to be a formula 
grant recipient and their state giving 
the state the right to assume the grant 
responsibility for the initially 
designated grant recipient. The state 
assuming the grant management 
responsibilities for the initially 
designated grant recipient must use 
the resources on behalf of HOPWA 
eligible clients within the MSA for 
which those funds were initially 
allocated. 
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(c) Notwithstanding any other provision 
of law, the amount allocated for fiscal 
year [2010]20/2 under section 854(c) of 
the AIDS Housing Opportunity Act (42 
U.S.C. i2903(c)),totheCityofNew 
York, New York, on behalf of the New 
York-Wayne- White Plains, New York- 
New Jersey Metropolitan Division 
(hereafter "metropolitan division") of the 
New York“Newark"Edison, NY-NJ-PA 
Metropolitan Statistical Area, shall be 
adjusted by the Secretary of Housing and 
Urban Development by: (1) allocating to 
the City of Jersey City, New Jersey, the 
proportion of the metropolitan area's or 
division's amount that is based on the 
number of cases of AIDS reported in the 
portion of the metropolitan area or 
division that is located in Hudson 
County, New Jersey, and adjusting for 
the proportion of the metropolitan 
division's high incidence bonus if this 
area in New Jersey also has a higher than 
average per capita incidence of AIDS; 
and (2) allocating to the City of Paterson, 
New Jersey, the proportion of the 
metropolitan area's or division's amount 
that is based on the number of cases of 
AIDS reported in the portion of the 
metropolitan ama or division that is 
located in Bergen County and Passaic 
County, New Jersey, and adjusting for 
the proportion of the metropolitan 
division’s high incidence bonus if this 
area in New Jersey also has a higher than 
average per capita incidence of AIDS. 
The recipient cities shall use amounts 
allocated under this subsection to carry 
out eligible activities under section 855 
of the AIDS Housing Opportunity Act 
(42 U.S.C. 12904) in their respective 
portions of the metropolitan division that 
is located in New Jersey. 

(d) Notwithstanding any other provision 
of law, the amount allocated for fiscal 
year [2010]2£/2 under section 854(c) of 
the AIDS Housing Opportunity Act (42 
U.S.C. 12903(c)) to areas with a higher 
than average per capita incidence of 
AIDS, shall be adjusted by the Secretary 
on the basis of area incidence reported 


Allows the two prior HOPWA 
grantees in NJ to continue to receive 
direct allocations (Paterson and 
Jersey City) rather than give these 
funds to NYC to then subcontract in 
these areas. 


Data on the high incidence factor 
(25% of formula funds) is authorized 
to use AIDS incidence data collected 
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over a 3-year period. 


over a three year period (rather than 
one year data). 

SEC. 204. Except as explicitly provided 
in law, any grant, cooperative agreement 
or other assistance made pursuant to title 

11 of this Act shall be made on a 
competitive basis and in accordance with 
section 102 of the Department of 

Housing and Urban Development 

Reform Act of 1989 (42 U.S.C. 3545). 

Same as FY 2010 

Requires that funds be subject to 
competition unless specified 
otherwise in statute. 

SEC. 205. Funds of the Department of 
Housing and Urban Development subject 
to the Government Corporation Control 
Act or section 402 of the Housing Act of 
1950 shall be available, without regard to 
the limitations on administrative 
expenses, for legal services on a contract 
or fee basis, and for utilizing and making 
payment for services and facilities of the 
Federal National Mortgage Association, 
Government National Mortgage 
Association, Federal Home Loan 

Mortgage Corporation, Federal 

Financing Bank, Federal Reserve banks 
or any member thereof. Federal Home 
Loan banks, and any insured bank within 
the meaning of the Federal Deposit 
Insurance Corporation Act, as amended 
(12 U.S.C. 1811-1). 

Same as FY 2010 

Allows HUD to use funds for 
services or facilities of GNMA and 
Fannie Mae, Freddie Mac, and other 
related financial institutions. 

SEC. \2Q1\206. Corporations and 
agencies of the Department of Housing 
and Urban Development which are 
subject to the Government Corporation 
Control Act, are hereby authorized to 
make such expenditures, within the limits 
of funds and borrowing authority 
available to each such corporation or 
agency and in accordance with law, and 
to make such contracts and commitments 
without regard to fiscal year limitations 
as provided by section 104 of such Act as 
may be necessary in carrying out the 
programs set forth in the budget for 
12010120/2 for such corporation or 

Same as FY 2010 

Provides authorization for HUD 
corporations and agencies to use 
funds under certain conditions and 
restrictions. 
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agency except as hereinafter provided: 
Provided, That collections of these 
corporations and agencies may be used 
for new loan or mortgage purchase 
commitments only to the extent 
expressly provided for in this Act (unless 
such loans are in support of other forms 
of assistance provided for in this or prior 
appropriations Acts), except that this 
proviso shall not apply to the mortgage 
insurance or guaranty operations of these 
corporations, or where loans or mortgage 
purchases are necessary to protect the 
financial interest of the United States 
Government. 



SEC. 12091207. (a) Notwithstanding any 
other prevision of law, the amount 
allocated for fiscal year 1201012072 
under section 854(c) of the AIDS 

Housing Opportunity Act (42 U.S.C. 

1 2903(c)), to the City of Wilmington, 
Delaware, on behalf of the Wilmington, 
Delaware-Maryland-New Jersey 
Metropolitan Division (hereafter 
"metropolitan division"), 
shall be adjusted by the Secretary of 
Housing and Urban Development by 
allocating to the State of New Jersey the 
proportion of the metropolitan division's 
amount that is based on the number of 
cases of AIDS reported in the portion of 
the metropolitan division that is located 
in New Jersey, and adjusting for the 
proportion of the metropolitan division's 
high incidence bonus if this area in New 
Jersey also has a higher than average per 
capita incidence of AIDS. The State of 
New Jersey shall use amounts allocated 
to the State under this subsection to carry 
out eligible activities under section 855 
of the AIDS Housing Opportunity Act 
(42 U.S.C. 12904) in the portion of the 
metropolitan division that is located in 
New Jersey. 

(b) Notwithstanding any other provision 
of law, the Secretary of Housing and 

Urban Development shall allocate to 

Wake County, North Carolina, the 
amounts that otherwise would be 

Same as FY 2010 

Allows funds for one county in NJ 
(Salem) to be transferred from the 
Wilmington, DE formula allocation 
to the state of NJ for the NJ area of 
that MSA. 

Allows Wake County, NC, to be 
retained as the grantee for the City of 
Raleigh, NC on behalf of the 
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allocated for fiscal year [2O1OJ20/2 
under section 854(c) of the AIDS 

Housing Opportunity Act (42 U.S.C. 
12903(c)) to the City of Raleigh, North 
Carolina, on behalf of the Raleigh-Cary, 
North Carolina Metropolitan Statistical 
Area. Any amounts allocated to Wake 
County shall be used to carry out eligible 
activities under section 855 of such Act 
(42 U.S.C. 12904) within such 
metropolitan statistical area. 

(c) Notwithstanding section 854(c) of the 
AIDS Housing Opportunity Act (42 

U.S.C. 1 2903(c)), the Secretary of 
Housing and Urban Development may 
adjust the allocation of the amounts that 
otherwise would be allocated for fiscal 
year 12010120/2 under section 854(c) of 
such Act, upon the written request of an 
applicant, in conjunction with the 

State(s), for a formula allocation on 
behalf of a metropolitan statistical area, 
to designate the State or States in which 
the metropolitan statistical area is located 
as the eligible grantee(s) of the 
allocation. In the case tliat a metropolitan 
statistical area involves more than one 
State, such amounts allocated to each 

State shall be in proportion to the number 
of cases of AIDS reported in the portion 
of the metropolitan statistical area 
located in that State. Any amounts 
allocated to a State under this section 
shall be used to carry out eligible 
activities within the portion of the 
metropolitan statistical area located in 
that State. 


Raleigh-Cary, North Carolina MSA. 

Allows for continued eligibility of a 
state if later an MSA directly 
qualified and the balance of state 
area outside of that MSA would be 
below the threshold of 1 ,500 case of 
AIDS. Funds are prorated to the 

AIDS data for that balance of state 
area and allocated to allow programs 
to continue in that area. 

SEC. [21 1 ]208. A public housing agency 
or such other entity that administer 

Federal housing assistance for the 

Housing Authority of the county of Los 
Angeles, California, the States of Alaska, 
Iowa, and Mississippi shall not be 
required to include a resident of public 
housing or a recipient of assistance 
provided under section 8 of the United 
States Housing Act of 1 937 on the board 
of directors or a similar governing board 
of such agency or entity as required 

Same as FY 2010 

Allows PHA Boards in Alaska, Iowa, 
and Mississippi and the County of 

Los Angeles to establish advisory 
boards in lieu of the public housing 
resident representation requirement. 
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under section {2)(b) of such Act. Each 
public housing agency or other entity that 
administers Federal housing assistance 
under section 8 for the Housing 

Authority of the county of Los Angeles, 
California and the States of Alaska, Iowa 
and Mississippi that chooses not to 
include a resident of Public Housing or a 
recipient of section 8 assistance on the 
board of directors or a similar governing 
board shall establish an advisory board of 
not less than six residents of public 
housing or recipients of section 8 
assistance to provide advice and 
comment to the public housing agency or 
other administering entity on issues 
related to public housing and section 8. 
Such advisory board shall meet not less 
than quarterly. 



SEC. f2 121209. (a) Notwithstanding any 
other provision of law, subject to the 
conditions listed in subsection (b), for 
fiscal years 1201012022 and [201 112023. 
the Secretary of Housing and Urban 
Development may authorize the transfer 
of some or all project-based assistance, 
debt and statutorily required low-income 
and very low-income use restrictions, 
associated with one or more multifamily 
housing project to another multifamily 
housing project or projects. 
fbi Phased transfers-Transfers of 
oroiecl-hased assistance under this 
section mav be done in ohases to 
accommodate the financing and other 
reauirements related to rehahilitatine or 
constructim the nroiect or nroiects to 

Revised 

Authorizes HUD to transfer debt and 
use agreements from an obsolete 
project to a viable project, provided 
no additional costs or other 
conditions are incurred, and other 
conditions are met. Revisions to this 
major preservation tool of HUD will 
make it easier to make such 
transfers. 

which the assistance is transferred to 
ensure that such protect or protects meet 
the standards under section c. 

transfer authorized in 
subsection (a) is subject to the following 
conditions: 

( 1 ) Number and bedroom size of units- 
R 1 )yA) For occupied units in the 
transferrins protect: the llTiel number 
of low-income and very low-income 
units and the confisuration (i.e.. 
bedroom size) of the receivins protect 
or projects shall be no less than fnet 
dollar amount of Federal assistance] 
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provided by the transferring project 
[shall remain the same in the receiving] 
project or projects. 

{B} For unoccupied units in the 
transferrins project: the Secretary mav 
authorize a reduction in the number of 
dwellins units in the receivins project 



or projects to allow for a 
reconfisuration of bedroom sizes to 
meet current market demands, as 
determined bv the Secretary. 

(2) The net dollar amount of Federal 
assistance provided to the transferrins 
project shall remain the same as the 
receivins project or projects. 

[(2)1/32 The transferring project shall, as 
determined by the Secretary, be either 
physically obsolete or economically 
non-viable. 

The receiving project or 
projects shall meet or exceed applicable 
physical standards established by the 
Secretary. 

[(4)]^ The owner or mortgagor of the 
transferring project shall notify and 
consult with the tenants residing in the 
transferring project and provide a 
certification of approval by all 
appropriate local governmental officials. 
[(5)]M The tenants of the transferring 
project who remain eligible for 
assistance to be provided by the 
receiving project or projects shall not be 
required to vacate their units in the 
transferring project or projects until new 
units in the receiving project are 
available for occupancy. 

[(b)]£Z2 The Secretary detenmines that 
this transfer is in the best interest of the 
tenants. 

[P)](§i if either the transferring project 
or the receiving project or projects 
meets the condition specified in 
subsection [(c)]M(2)(A), any lien on 
the receiving project resulting from 
additional financing obtained by the 
owner shall be subordinate to any FHA- 
insured mortgage lien transferred to, or 
placed on, such project by the Secretary,. 
except that the Secretary mav waive this 
reauirement upon determination that 
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such waiver is necessary to facilitate the 
financing of acquisition, construction 
and/or rehabilitation of the receiving 
project or projects . 

[{^)\(2i 1^* the transferring project meets 
the requirements of subsection 
[(c)]i!^.(2XE), the owner or mortgagor 
of the receiving project or projects shall 
execute and record either a continuation 
of the existing use agreement or a new 
use agreement for the project where, in 
either case, any use restrictions in such 
agreement are of no lesser duration than 
the existing use restrictions. 

[(9) Any financial risk to the FHA 
General and Special Risk Insurance 
Fund, as determined by the Secret^, 
would be reduced as a result of a 
transfer completed under this section.] 
(10) [The Secretary determines that 
Federal liability with regard to this 
project will not be increased.] The 
transfer does not increase the cost, as 
defined in Section 502 of the 
Congressional Budget Act of 1974. as 
amended, of any FHA-insured mortsase 
or appropriations for anv such cost are 
provided in advance. 

[(^)](dl Eot purposes of this section — 

(1) the terms "low-income" and "very 
low-income" shall have the meanings 
provided by the statute and/or 
regulations governing the program 
under which the project is insured or 
assisted; 

(2) the term "multifamily housing 
pioject" means housing that meets one 
of the following conditions — 

(A) housing that is subject to a 
mortgage insured under the National 
Housing Act; 

(B) housing that has project-based 
assistance attached to the 

structure including projects undergoing 
mark to market debt restructuring 
under the Multifamily Assisted 
Housing Reform and Affordability 
Housing Act; 

(C) housing that is assisted under 

section 202 of the Housing Act of 1 959 
as amended by section 801 of the 
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Cranston-Gonzales National 
Affordable Housing Act; 

(D) housing that is assisted under 
section 202 of the Housing Act of 
1959, as such section existed before the 
enactment of the Cranston- Gonzales 
National Affordable Housing Act; or 

(E) housing that is assisted under 
section 811 of the Cranston-Gonzales 
National Affordable Housim Act: 
[(E)]iZ2 housing or vacant land that is 
subject to a use agreement; 

(3) the term "project-based assistance" 
means — 

(A) assistance provided under section 
8(b) of the United States Housing Act 
of 1937; 

(B) assistance for housing constructed 
or substantially rehabilitated pursuant 
to assistance provided under section 
8(b)(2) of such Act (as such section 
existed immediately before October 1 , 
1983); 

(C) rent supplement payments under 
section 101 of the Housing and Urban 
Development Act of 1965; 

(D) interest reduction payments under 
section 236 and/or additional 
assistance payments under section 
236(fX2) of Ae National Housing Act; 
and 

(E) assistance payments made under 
section 202(c)(2) of the 

Housing Act of 1 959; and 

(F) assistance payments made under 
section 811(d)(2) of the Cranston- 
Gonzales National Affordable Act: 

(4) the term "receiving project or 
projects" means the multifamily housing 
project or projects to which some or all 
of the project-based assistance, debt, 
and statutorily required [use] low- 
income and very low-income 
restrictions are to be transferred; 

(5) the term "transferring project" means 

the multifamily housing project which is 
transferring some or all of the project- 
based assistance, debt and the statutorily 
required low-income and very low- 
income use restrictions to the receiving 
project or projects; and 




86 


(6) the term "Secretary" means the 
Secretary of Housing and Urban 
Development. 

(e) The Secretarv shall Dublish bv 
notice in the Federal Resister the terms 
and conditions, includins criteria for 
HUD approval, of transfers pursuant to 
this section no later than 30 davs before 
the. effective date of such notice. 



SEC. [2161110. [Notwithstanding the 
limitation in the first sentence of section 
255(g) of the National Housing Act (12 
U.S.C. 17l5z-g)), the Secretary of 
Housing and Urban Development may, 
until September 30, 2010, insure and 
enter into commitments to insure 
mortgages under section 255(g) of the 
National Housing Act (12 U.S.C. 17152- 
20). 1 Section 25 Sts) of the National 
HousimAcI 02 U.S.C. 17l5z~20) is 
amended bv strikins the sentence 
hesinnins with “The assresate number 
of mortsases insured under this section". 

Revised 

Removes limit on aggregate number 
of mortgages that may be insured 
under the Home Equity Conversion 
Mortgage program. 

SEC. I218]2ii. During fiscal year (2010] 
2012. in the provision of rental assistance 
under section 8(o) of the United States 
Housing Act of 1 937 (42 U.S.C. 

1437f(o)) in connection with a program 
to demonstrate the economy and 
effectiveness of providing such 
assistance for use in assisted living 
facilities that is carried out in the 
counties of the State of Michigan 
notwithstanding paragraphs (3) and 
( 1 8XB)(iii) of such section 8(o), a family 
residing in an assisted living facility in 
any such county, on behalf of which a 
public housing agency provides 
assistance pursuant to section 8(o)(18) of 
such Act, may be required, at the time 
the family initially receives such 
assistance, to pay rent in an amount 
exceeding 40 percent of the monthly 
adjusted income of the family by such a 
percentage or amount as the Secretary of 
Housing and Urban Development 
determines to be appropriate. 

Same as FY 2010 

Authorizes the Secretary to waive 
certain requirements on adjusted 
income for certain assisted living 
projects for counties in Michigan. 

SEC. [221 1112. (a) The [amounts] 
commitment authoritv funded bv fees as 
provided under the subheading "Program 
Account" under the heading "Community 

Revised 

Provides that amounts provided 
under the Section 1 08 loan guarantee 
program may be used to guarantee 
notes or other obligations issued by 
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Development Loan Guarantees" may be 
used to guarantee, or make commitments 
to guarantee, notes, or other obligations 
issued by any State on behalf of non- 
entitlement communities in the State in 
accordance with the requirements of 
section 108 of the Housing and 
Community Development Act of 1974 in 
fiscal vear 2012 and subseauent years: 
Provided, That, any State receiving such 
a guarantee or commitment shall 
distribute all funds subject to such 
guarantee to the units of general local 
government in non-entitlement areas that 
received the commitment. 

[(b) Not later than 60 days after the date 
of enactment of this Act, the Secretaiy of 
Housing and Urban Development shall 
promulgate regulations governing the 
administration of the funds described 
under subsection (a).] 


any State on behalf of non- 
entitlement communities in the State. 
Revisions reflect changes in the 
account ’s appropriations language 
to provide for the collection of fees to 
fund program costs and to provide 
permanent authority, and the 
subsequent promulgation of 
regulations (at 24 CFR 570. 711). 

SEC. \225]213. No official or employee 
of the Department of Housing and Urban 
Development shall be designated as an 
allotment holder unless the Office of the 
Chief Financial Officer has determined 
that such allotment holder has 
implemented an adequate system of 
fimds control and has received training in 
funds control procedures and directives. 
The Chief Financial Officer shall ensure 
that[, not later than 90 days after the date 
of enactment of this ActUhere is a 
trained allotment holder (shall be 
designated] for each HUD subaccount 
under the (headings "Executive 

Direction" and] heading "Administration, 
Operations, and Management" as well as 
each account receiving appropriations for 
"personnel compensation and benefits" 
within the Department of Housing and 
Urban Development. 

Revised 

Requires the OCFO to make sure that 
an adequate funds control system is 
in place and training on funds control 
procedures and directives has 
occurred for an official or employee 
before such official or employee is 
designated an allotment holder. Also 
requires the CFO to ensure that 
trained allotment holders are in place 
for each salaries and expenses 
account. The revision makes 
conforming changes to the proposed 
appropriations language for the 
"Executive Direction ” account to 
remove subaccounts. 

SEC. [230(1/4. No property identified 
by the Secretary of Housing and Urban 
Development as surplus Federal property 
for use to assist the homeless shall be 
made available to any homeless group 
unless the group is a member in good 
standing under any of HUD’s homeless 
assistance 

programs or is in good standing with any 

Same as FY 2010 

Requires homeless group recipients 
of the Federal Surplus Property 
Program to be in good standing 
before receiving surplus property; 
non-homeless group recipients must 
meet certain specified criteria before 
receiving surplus property; award 
decisions by HUD must be made 
available to congressional 
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Other program which receives funds from 
any other Federal or State agency or 
entity: Provided^ That an exception may 
be made for an entity not involved with 
Federal homeless programs to use 
surplus Federal property for the homeless 
only after the Secretaiy or another 
responsible Federal agency has fully and 
comprehensively reviewed all relevant 
finances of the entity, the track record of 
the entity in assisting the homeless, the 
ability of the entity to manage the 
property, including all costs, the ability 
of the entity to administer homeless 
programs in a manner that is effective to 
meet the needs of the homeless 
population that is expected to use the 
property and any other related issues that 
demonstrate a commitment to assist the 
homeless: Provided further^ That the 
Secretary shall not require the entity to 
have cash in hand in order to demonstrate 
financial ability but may rely on the 
entity's prior demonstrated fundraising 
ability or commitments for in-kind 
donations of goods and services; 

Provided further^ That the Secretary shall 
make all such information and its 
decision regarding the award of the 
surplus property available to the 
committees of jurisdiction, including a 
full justification of the appropriateness of 
the use of the property to assist the 
homeless as well as the appropriateness 
of the group seeking to obtain the 
property to use such property to assist the 
homeless: Provided further. That, this 
section shall apply to properties in fiscal 
years [2009] 2011 and [20101 TMl made 
available as surplus Federal property for 
use to assist the homeless. 


committees of jurisdiction. 

SEC. [23111/5. [The Secretary of the 
Department of Housing and Urban 
Development is authorized to transfer up 
to 5 percent of funds appropriated for any 
account under this title under the heading 
"Personnel Compensation and Benefits" 
to any other account under this title under 
the heading "Personnel Compensation 
and Benefits" only after such transfer has 

Revised 

Allows the Deportment to transfer 
funds between all accounts and sub- 
accounts that provide for personnel 
and non-personnel expenses. Within 
a 10 percent margin, funds may be 
transferred following a 15 day 
congressional notification period. 
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been submitted to, and received prior 
written approval by, the House and 

Senate Committees on Appropriations: 
Provided, That, no appropriation for any 
such account shall be increased or 
decreased by more than 10 percent by ail 
such transfers.! The Secretary of the 
Deoartment of Housins and Urban 
Development is authorized to transfer 
funds made available for personnel or 
non-personnel expenses under anv 
account or anv set-aside within anv 
account under this title under the general 
headins "Personnel Compensation and 
Benefits and under the account 
headings "Executive Direction" and 
"Administration. Operations and 
Mana 2 ement". to anv other such account 



or anv other such set-aside within anv 
such account. 15 davs after notice of 

such transfer has been submitted to the 
House and Senate Committees on 
Appropriations: Provided. That, no 
appropriation for personnel or non- 
versomel exnenses in anv such account 
or anv set-aside within anv such account 
shall be increased or decreased bv more 
than 10 percent bv all such transfers. 

SEC. 123212/6. The Secretary of 

Housing and Urban Development may 
increase, pursuant to this section, the 
number of Moving-to-Work agencies 
authorized under section 204, title 11, of 
the Departments of Veterans Affairs and 
Housing and Urban Development and 
Independent Agencies Appropriations 

Act, 1996 (Public Law 104-134; 1 10 

Stat. 1321) by adding to the program 
three Public Housing Agencies that meet 
[the following requirements: is a High 
Performing Agency under the Public 
Housing Assessment System (PHAS)] 
criteria as established bv the Secretary 
bv notice published in the Federal 
Register. fNo PHA shall be irranted this 
designation through this section that 
administers in excess of 5,000 aggregate 
housing vouchers and public housing 
units.] No PHA granted this designation 
through this section shall receive more 

Revised 

Allows the Secretary to increase the 
aggregate number of MTW agencies 
by three PHAs; limits the maximum 
allowable funding to selected PHAs; 
and requires the reporting of 
financial information for evaluation 
purposes. Revision ties PHA 
selection to criteria established by 
the Secretary and eliminates 
requirement that the PHA administer 
5,000 or less vouchers/public 
housing units. 
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funding under sections 8 or 9 of the 

United States Housing Act of 1937 than 
they otherwise would have received 
absent this designation. In addition to 
other reporting requirements, all Moving- 
to-Work agencies shall report financial 
data to the Department of Housing and 
Urban Development as specified by the 
Secretary, so that the effect of Moving- 
to-Work policy changes can be 
measured. 



SEC. (234J2/7. The Disaster Housing 
Assistance Programs, administered by 
the Department of Housing and Urban 
Development, shall be considered a 
"program of the Department of Housing 
and Urban Development" under section 
904 of the McKinney Act for the purpose 
of income verifications and matching. 

Same as FY 2010 

Requires the Disaster Housing 
Assistance Programs to be 
considered a program of the 
Department of Housing and Urban 
Development for the purpose of 
income verifications and matching. 

SEC. 218. Of the amounts made 
available for salaries and exoenses 
under all accounts under this title (excevi 
for the Office oflnsoector General 

New 

Allows funds to be transferred from 
any of HUD’s S&E accounts to 
either the Working Capital fund for 
the purpose of steady state IT. 

account), a total of ud to $15,000,000 
mav be transferred to and merged with 
amounts made available in the "Workins 
Cavital Fund" account for information 
technolosv reauirements. 

SEC. 219. Of the amounts orovided for 
the oersonnel comoensation and benefits 
of the Office of the Chief Procurement 
Officer under the headins 
"Administration. Ooerations and 
Management". $2,070,635. is to 

New 

Allows the transfer of OCPO funds 
to other HUD accounts for 
procurement activities as part of a 
broader initiative to improve 
acquisition across the government. 

strengthen the Devartment ’s acauisition 
workforce caoacitv and caDabilities: 
Provided. That such funds mav be 
transferred bv the Secretary to anv other 
account in the Devartment to carry out 
the vurvoses vrovided herein: Provided 
further. That such transfer authoritv is in 

addition to anv other transfer authoritv 
vrovided in this Act: Provided further. 

That such funds shall be available to for 
trainins. recruitment, retention, and 
hiring members of the acauisition 
workforce as defined bv the Office of 
Federal Procurement Policy Act. as 
amended (41 U.S.C. 401 et sea.): 
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I Public Law 108-447 and in Public Law 


SEC. 221. Notwithstandins Section 24f‘ 
of the United States Housine Act of I 9 j 
( 42 V.S.C. 1437vfo)). amounts made 
available under the headins 
"Revitalization of Severely Distressed 


Eliminates the mandatory transfer of 
excess resources from the Rental 
Housing Assistance Fund to the 
Flexible Subsidy Fund. These excess 
resources cannot be spent under 
existing law in either account, 
making the transfer unnecessary. 
Permits fiinds appropriated for the 
HOPE VI program to continue to be 
spent after the program authorization 
sunsets, through their full period of 
availability. 


amounts for the Choice Neighborhoods 
initiative, may continue to be provided as 
assistance under Section 24 of the United 
States Housim Act of 1937 through 

September 30. 2012. 

SEC. 222. The United States Hoitsimz 
Act of 1937 (42 U.S.C. 1437) is 
amended— 


Implements certain proposed Section 
Eight Voucher Reform Act 
provisions. 


before the period at the end of the second 
sentence the followim: ".except in the 


Permits three-year rather than annual 
re-certification for fixed income 
families in order to reduce 
administrative burdens for PHAs and 


I initial review of the family 's income the 


I be required to conduct a review of the 


establish that 90 percent or more of the 


income, and that the sources of such 
income have not changed since the 


\ housing asencv or owner shall conduct a 


\ after the second sentence the following 


Adds a definition of “extremely low- 
income” to the USHA as the higher 
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new sentence: “The term ‘extremely 
low-income families ' means very low- 
income families whose incomes do not 
exceed the hisher of (A) the poverty 
guidelines updated periodically by the 
Department o f Health and Human 
Services under the authority of section 
673(2) of the Community Services Block 
Grant Act (42 US.C. 9902(2)) applicable 
to a family of the size involved: or (B) 30 
percent of median for the area on the 
basis of the Secretary ’s findings that 
such variations are necessary because of 
unusually hi£h or low family incomes, 
and except that clause (A) of this 
sentence shall not apply in the case of 
public housins asencies located in 
Puerto Rico or any other territory or 
possession of the United States. 

(c) in paragraph (2) of section 3(b) 
by addins at the end the following new 
sentence: “The Secretary shall 
periodically, but not less than annually, 
determine or establish area median 
incomes and income ceilinss and limits 
in accordance with this para^aph 

(d) in section 3(h)(5)(A) - 

(I) in clause (i) bvstrikins "$400" 
and insertins in lieu thereof $675 
and 

(2) in clause (ii). in the matter 

‘‘3 percent" and insertins in lieu 
thereof “10 percent”: 

(e) in paragraph (1) of section 8(c ) — 

(!) by insertim “(A) ” after the 
paragraph designation: 

(2) by striking the fourth, fifth, 
seventh, eishth, ninth, tenth sentence: 
and 

(3) bv addins at the end the 
following: 


of 30% of AMI or the federal 
poverty level in order to increase 
access to HUD rental assistance for 
poor working families. 


Adds a statutory requirement to 
publish Income Limits not less than 
annually. 


Increases the standard 
elderly/disabled income deduction by 
$275. Increases the amount a family 
must pay out of their income before 
they can begin to deduct medical 
expenses from 3% to 10%. These 
provisions, taken together, will save 
HUD money, reduce administrative 
burden and leave most HUD-assisted 
households whose head, spouse or 
sole member is elderly or disabled 
better off. 
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"(B) Fair market rentals for an area 
shall be published not less than 
annually bv the Secretary on the 
Department ’s Internet site and in any 
other manner specified by the 
Secretary. The Secretary shall 
publish notice of the publication of 
such fair market rentals in the 
Federal Register, and such fair 
market rentals shall become effective 
no earlier than 30 days after the date 
of such publication. The Secretary 
shall establish a procedure for public 
housinz agencies and other interested 
parties to comment on such fair 
market rentals and to request, within 
a time specified bv the Secretary 
reevaluation of the fair market rental 
in a jurisdiction. The Secretary shall 
publish for comment in the Federal 
Register notices of proposed material 
changes in the methodolozv for 
estimatinz fair market rentals and 
notices specifying the final decisions 
regardinz such proposed substantial 
methodological chanzes and 
responses to public comments. 

(fi in subparagraph (B) of section 
8fo)fl) bv insertinz before the period 
at the end the following: except 
that no public housing agency shall 
be required as a result of a reduction 
in the fair market rental to reduce the 
payment standard applied to a family 
continuing to reside in a unit for 
which the family was receivinz 
assistance under this section at the 
time the fair market rental was 
reduced. The Secretary shall allow 
public housing agencies to request 
exception payment standards within 
fair market rental areas subject to 
criteria and procedures established 
by the Secretary”: 

fz) in suboarazraph (D) of section 
8(o)(l) bv insertinz before the period 
at the end of the foUowinz: "except 
that a public housinz azencv may 
establish a payment standard of not 


Eliminates the statutory requirement 
that Fair Market Rents be published 
for comment in the Federal Register 
before they are made effective and 
also eliminates the language that 
FMRs be effective on October 1^^ 
Elimination of these requirements 
allows HUD to use rent survey data 
that is a full year more cuirent than is 
currently possible. 


Expands PHA authority to approve 
exception payment standards for a 
person with a disability from 1 1 0% 
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more than 120 percent of the fair 
market rent where necessary as a 
reasonable accommodation for a 
person with a disability, without 
approval bv the Secretary to use a 
payment standard greater than 120 
percent o f the fair market rent as a 
reasonable accommodation for a 
disabled family or other family with a 
person with a disability. In 
connection with the use of anv 
increased payment standard 
established or approved pursuant to 
either of the preceding two sentences 
as a reasonable accommodation for a 
person with a disability, the Secretary 
may not establish additional 
requirements re^ardin^ the amount of 
adjusted income paid bv such person 
for rent": 

(h) in section 16(a)(2)(A} by striking 
“families whose incomes " and all 
that follows thromh “low family 
incomes ” and inserting in lieu thereof 
“extremely low-income families 

and 

(i) in section 16(b) fit bv striking 
“families whose incomes ” and all 
that follows through “low family 
incomes " and insertim in lieu thereof 
“extremely low-income families": 


to 120% of the FMR, which will help 
a small number of people with 
disabilities, have a negligible if any 
cost, and save work for lx3th PHAs 
and HUD field offices. 


(i) in section 16(c)(3) by striking 
“families whose incomes ” and all 
that follows through “low family 
incomes ” and insertim in lieu thereof 
“extremely low-income families". 


SEC. 223. Notwithstandins any 
provision of the United States Housing 
Act of 1937 concerning the determination 
of tenant rent oblimtions or of section 23 
of such Act concerning deposits to 
escrow accounts, the Secretary may, 
durim the five year period beginning on 
the data of enactment of this Act, allow 
the use of funds made available bv the 


New 


Allows HUD to conduct a study of 
rent policies without relying solely 
on Moving-to-Work agencies (who 
currently have flexibility in rent 
setting). 
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Secretary to public housing agencies to 
carry out rent policy demonstrations 
involving a limited number of families 
assisted under the United States Housing 
Act of 1937 to determine the effectiveness 
of different rent policies, which mav 
include providing income disresards. 



family self-sufficiency accounts, and 
policies under which families pov 
amounts different from 30 percent of 
their adjusted income for rent, to 
encourase families to obtain 
employment, increase their incomes, and 
achieve economic self-sufficiency, while 

reducing administrative burdens and 
maintain housing stability. Such 
demonstrations shall include public 
housin 2 a 2 encies of various sizes. The 
Secretary shall publish a report 
re 2 ardin 2 the results and effectiveness of 
any demonstrations conducted under the 
authority of this section. 

SEC. 224. Section 579 of the Multifamilv 
Assisted Housin 2 Reform and 
AffordabilitvAct of 1997 f42 U.S.C. 

1437f) is amended bv strikim “October 

1, 2011 ” each place it appears and 
inserting in lieu thereof “October 1. 

2015". 

New 

Extends the Market-To-Market 
program until October 1, 2015. 
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Mr. Latham# 14 


Committee Reports 


Question: In table format, please list all reports due to the Committee for fiscal year 2011, 
their delivery dates, and actual delivery dates. For any reports that were late, please explain why 
the reports were late. 

Answer; See attached report. 



aDmmittee 

reporti.doc 
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Mr. Latham #15 


Carryover 


Question: Please provide a chart with the carryover for each program for the last ten years. 
Answer: See attached chart. 



FY2011QFR_2001-2 
01 l_HUD_Unobiigate 
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hud’s Organization Charts 


Mr. Latham #16 


Question: Please provide an organizational chart for each office at HUD. 
Answer: See attached charts. 



Org Charts Org Charts Regions 
Headquarters.PDF l-10.Ft)F 
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FTE and Personnel Costs 


Mr. Latham #17 


Question: Please provide a breakout of FTE and Personnel Costs for the offices funded 
through Departmental Management for FY 2001 through FY 201 1 . 

Answer: Below is a breakout of FTE and Personnel Costs for the offices funded through 
Departmental Management (DM) for FYs 2001 through 2011. DM consists of the Offices of the 
Secretary, Public Affairs, Congressional and Intergovernmental Relations (CIR), the Office of 
the Hearings and Appeals, and the Office of Small and Disadvantaged Business Utilization 
(OSDBU). FY 2007 and prior, the Department tracked and reported financial data for DM under 
the Office of the Secretary/Deputy Secretary. In FY 2008, the Department began to track 
financial data by DM office; however, FTE tracking by office commenced in FY 2009. From 
FYs 2008 through 201 1, dollar amounts reflect personnel and non-personnel expenses for this 
account. 

Program Area 

Office of Secreiary/Deputy Secret^ (OSEC) 

Public Affairs 

Congressional & Intei^ovemmental Relations (CIR) 

Office of Hearings & Appeals 

Office of Small & Disadvant^ed Business Utilization (OSDBU) 

DM Total 515310,000 91.4 512,642,535 77.8 

Vndudes t-esources pending reprogramming request approval. 

2009 Actual 2008 Actual 

Program Area 

Office of Secretary/Depuiy Secretary (OSEC) 

Public Affairs 

Congressional & Intei^ovemmenial Relations (CIR) 

Office of Hearings & Appeals 

Office of Small & Disadvantaged Business Utilization (OSDBU) 


PS & NPS FTE PS & NPS FTE 


$3,431,590 

20,7 

2,557.630 

14,7 

2.214,104 

19.4 

1,459,067 

10.8 

442,921 

4,2 


$3,487,352 

70 

2,240.996 


2.432,663 

Included 

1,145.101 

OSEC 

503,899 



2011 Est. * 2010 Actual 

PS & NPS FTE PS & NPS FTE 


$ 5,569.000 

28.8 

4,570,000 

27.1 

2.695,000 

19.9 

1,700.000 

103 

776.000 

53 


$4,469,925 

24.7 

3,638.065 

20.6 

2307,624 

17,8 

1.596.246 

10 

630,676 

4,7 


DM Total 


$10,105312 69.8 


$9310,012 


70 
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2lX)7 Actual 2006 Actual 

Program Area 

Office of Secretary/Deputy Secretary (OSEC) 

Public Affairs 

Congressional & Intergovernmental Relations (CIR) 

Office of Hearings & Appeals 

Office of Small & Disadvantaged Business Utilization (OSDBU) 


DM Total 


Program Area 

Office of Secretary/Deputy Secretary (OSEC) 

Public Affairs 

Congressional & Intergovernmental Relations (CIR) 

Office of Hearings & Appeals 

Office of Small & Disadvmitaged Business Utilization (OSDBU) 


DM Total 


Prt^ram Area 

Office of Secretary/Deputy Secretary (OSEC) 

Public Affairs 

Congressional & Intergovernmental Relations (CIR) 

Office of Hearings «& Appeals 

Office of Small & Disadvantaged Business Utilization (OSDBU) 


DM Total S9, 724, 602 lOi S8302303 81 

2001 Actual 

Prt^ram Area PS FTE 

Office of Secretary/Deputy Secretary (OSEC) 

Public Affairs 

Congressional & Intergovernmental Relations (CIR) 

Office of He^ings & Appeals 

Office of Small & Disadvantaged Business Utilization (OSDBU) 


$ 7,207,009 i 82 


Included w/ Office of the 
Secretary 


$9,191,590 81 $8Ji46,206 84 

2003 Actual 2002 Actual 


PS FTE PS TO 


$9,724,602 i lot 


$8,302,303 1 81 

included w/ Office of the 
Secretary 


Included w/ Office of the 
Secretary 


$9302,568 84 $8,743357 79 

2005 Actual 2004 Actual 


PS FTE PS O'E 


$1,191,590 1 81 


$8,846,206 1 84 

Included w/ Office of the 
Secretary 


Included w/ Office of the 
Secretary 


PS FTE PS FTE 


$9,302,568 1 84 


$8,743,257 | 79 

Included w/ Office of the 
Secretary 


Included w/ Office of the 
Secretary 


DM Total 


$7,207,009 


82 
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Mr. Latham #18 


Political Appointments 

Question: Please provide a list of all political appointments in the Department. Please 
include the title, grade, salary and bonus or award given to each position, the office the position 
is in, and the Salaries and Expenses fund paying their salary. 

Answer: The attached report lists all Political Appointments in the Department as of 
April 30, 2011. 



Poliral Appts as 
062311 (3).xls 
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Mr. Latham #19 


Political Appointees 

Please provide a table with the number of political appointees per office for the last five 

years. 

Answer: See attached chart. 



NufTber of Political 
Appomtees Per Offia 
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Mr. Latham # 20 

Current SES Employees 


Question: Please provide a list of all current SES employees on board by olBce, Please 
include the title, grade, salary and bonus or award given to each position, the office the position 
is in, and the Salaries and Expenses fund paying their salary. 

Answer: See attached chart. 



List of SES 

employees 4-30-ll.x 
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Mr. Latham #21 

Current General Schedule Employees 

Question: Please provide a list of all current General Schedule employees on board by 
office. Please include the title, grade, salary, bonus or award given, overtime earned and comp 
time earned, the office the position is in, and the Salaries and Expenses fund paying their salary. 

Answer: Attached is the list of all current General Schedule employees on board by 
office. 



HU37 

STACCOMBPl-8 - HUl 



HU37 

PSAWDAFX-Fll-HUI 



HU 37 

BWPASR03-PP8 - HUl 



STACKAOTPl-S - 000 
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Mr. Latham #22 


Funding for SES Awards 


Question: Please provide a table of funding for SES awards by office for the last five 

years. 


Answer: Attached is a table of funding for SES awards by office for the fiscal years 2006- 

2010. 



FY2006-2010 SES 
AWARDS, xlsx 
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Mr. Latham #23 


Vacant Positions 


Question: Please provide a list of all vacant positions at the Department, please indicate, 
which positions the Department anticipates filing by the end of the year and where the 
Department is in the hiring process with each of these positions. 

Answer: Please see attached hiring plans. 



Copy of HOUSING Copy of OCHCO 

Hring Status Update; Status Updates, xlsx 



Copy of CFO FY FPM Hiring Status FY 
2011 Expected Hiring 2011 - Submission to 



FHEO Hiring Status CPO Hiring Plan FY 

FY201t-AsofMay: 2011 -As of 5-5-11- 
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Mr. Latham #24 


Hiring Process 

Question: Please detail the steps the Department has taken to improve the hiring process. 
Please include the current number of days it takes the Department to take a position from 
announcement to bringing staff on board and the steps the Department is taking to reduce this 
timeline. 


Answer: The Office of the Chief Human Capital Officer (OCHCO) has taken the 
following steps to reduce the hiring process: 


1 . Conducts weekly Customer Service meetings; 

2. HR Specialists work closely with the hiring managers to determine their hiring needs. 
This process for example, helps the program office to identify the appropriate grade 
level(s) and determines whether the position should be advertised intemal/extemal; 

3. Shortened the length of time for positing DEU announcements; 

4. Works closely with the Administrative Officers in each program office to ensure Power 
Recruit packages are complete before forwarding to us (RSD); 

5. Encotirage the program offices to assess their internal process with regards to reducing 
bureaucracy requiring the many layers of signatures and budget approvals/authority; 

6. Encourage hiring officials to hire veterans and persons with disabilities through various 
programs outside of the normal recruitment process; and 

7. Attaches a PowerPoint slide titled “HUD’s Streamline Hiring Process” to each HR 
recruitment package to help facilitate their role in assisting us to streamline the process 
(attached). 
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Mr. Latham #25 


Employee Buyouts 


Question; Please provide a list of all employee buyouts in the last five years. Please 
include the amount, program office, and employee’s years of service 

Answer: Attached is a list of all employee buyouts in the last 5 years. 



HUD Buyout Report 
{HU37 PSBUYPAX-T41 
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Mr. Latham #26 


New Positions for FY 2012 

Question: Please provide a listing of all new positions requested in FY 2012, showing the 
position title, grade, salary, organizational component, and basic description of the position 
responsibilities. 

Answer: Attached is a listing of all new positions requested in fiscal year 2012. 



New Petitions 
Requested m FY2012 
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Mr. Latham #27 

Organizational/StafBng Changes for FY 201 1 

Question: Please provide details of all organizational/staffing changes included in the 
fiscal year 201 1 Budget Request. Please include a breakout of the number of FTE who would be 
working on each new initiative proposed in the budget request. 

Answer: Below is the FTE breakdown and details of organizational/staffing changes 
included in the fiscal year 201 1 Budget Request: 


Organization 

FY 2010 
Enacted 

FY 2011 Request 

2011 V. 
2010 

Departmental Management (ED) 

iS6.1 

186.1 

30.0 

Office of the Chief Human Capital Officer 

615,4 

488.7 

(126.7) 

Office of Departmental Operations and Coordination 

88.7 

69.0 

(19.7) 

Office of Field Policy and Management 

383.0 

363.9 

(19.1) 

Office of the Chief Procurement Officer 

116.8 

109.3 

(7.5) 

Office of the Chief Financial Officer 

209.0 

195.6 

(13.4) 

Office of General Counsel 

655.5 

632.8 

(22.7) 

Office of Departmental Equal Employment Oppty. 

25.7 

23.8 

(1.9) 

Office of Faith-Based and Community Initiatives 

9.1 

10.0 

0.9 

Office of Sustainable Housing and Communities 

20.0 

23.0 

3.0 

Office of Strategic Planning and Management 

21.0 

36.0 

15.0 

Office of Disaster and Emergency Management 

- 

40.0 

40.0 

Office of Public and Indian Housing 

1,540.7 

1,556.5 

15.S 

Office of Community Planning and Development 

801.9 

868.4 

66.5 

Office of Housing 

3,203.7 

3323.6 

119.9 

Government National Mortgage Association 

78.2 

74.9 

(3.3) 

Office of Policy Development and Research 

I5I.0 

170.0 

19.0 

Office of Fair Housing and Equal Opportunity 

601.8 

566.5 

(35.3) 

Office of Healthy Homes and Lead Hazard Control 

55.9 

54.6 

(1.3) 

Total 

8,733.5 

8,792.7 

59.2 
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Programs with Staffing Changes with Request for Increase in FTE for FY 201 1 Budget 

Departmental Management (DM) - Based on the need for strong leadership and their 
commitment to transparency, DM is proposing expanding the Office of the Secretary and Deputy 
Secretary with an increase of 30.0 FTE &om fiscal year 2010. The expansion will allow the 
Secretary and Deputy Secretary’s Offices to maintain a team of senior advisors who are experts 
in disaster recovery, the mortgage markets, rental housing policy, and homeless policy. These 
advisors have been and will continue to help HUD maintain focus on its strategic goals. The 
increase of 30.0 FTE is inclusive of external hires, and internal shifting of employees within DM. 

Office of Sustainable Housing and Communities (OSHC) - OSHC requests an increase of 3.0 
FTE from fiscal year 2010. The increased FTE request will support the Livable Communities 
Act by creating competitive planning grants that regions and towns can use to create 
comprehensive long-term plans that integrate housing, land use, transportation, and economic 
development. 

Office of Strategic Planning and Management (OSPM) - OSPM requests an increase of 1 5.0 
FTE from fiscal year 2010. Of this, 5 FTE will be absorbed from OCHCO, as the grants 
management function transitions to OSPM, and 4.3 FTE for Recovery Act responsibilities. The 
increase of FTE will support the HUD strategic planning process as well as additional American 
Recovery and Reinvestment Act reporting and grants management responsibilities. 

Office of Disaster and Emergency Management (ODEM) - This is a newly proposed office, 
and will be responsible for risk assessment, training, readiness, monitoring, and execution of 
applicable emergency, response, and recovery programs. Existing staff positions funded by 
CPD, FPM, and OCHCO will be reassigned to ODEM. Specifically, 6.0 FTE from CPD; 10.0 
FTE from FPM, and 14.0 FTE from OCHCO will be moving to ODEM. An additional 10 FTE 
is requested for the office to be fully operational for a total of 40.0 FTE. 

Public and Indian Housing (PIH) - PIH requests an increase of 15.8 FTE from fiscal year 
2010. The additional staff resources will be targeted to assist with the Transforming Rental 
Assistance initiative. PIH field offices had a drastic increase in workload resulting from the 
demands of asset management. 

Community Planning and Development (CPD) - CPD requests an increase of 66.5 FTE from 
fiscal year 2010. The increase will help ensure the Block Grant Assistance, Economic 
Development, Neighborhood Stabilization, Affordable Housing, and Special Needs programs 
achieve valuable results. The staffing level also includes a transfer of 6.0 FTE to ODEM for 
regional disaster coordination. 
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Office of Housing - The Office of Housing requests an increase of 1 1 9.9 FTE from 2010, This 
increase in staffing as well as enhanced investments in technology and training will ensure the 
safety and soundness of the FHA, which will enable it to cope with the rising volume of 
mortgage business, detect fraud, and monitor the practices of lenders and appraisers. This 
increase in FHA staff will also enhance the Department’s ability to curb mortgage abuse and 
lending discrimination by providing pre- and post-purchase counseling to vulnerable 
homeowners. 

Policy Development and Research (PD&R) - PD&R requests an increase of 19.0 FTE from 
fiscal year 2010. The implementation of Transforming Rental Assistance initiative will require 
two levels of support from PD&R: data analysis and modeling and program monitoring. Of the 
19,0 FTE, 1 1 FTE are for headquarters research staff, and 8.0 FTE are for the field economist 
function. The Economic Market Analysis Division support efforts to design and implement new 
rent policies, and assess the impact of these rent policies on program expenditures. The Program 
Evaluation Division will carry out efforts to evaluate and monitor program implementation, 
which includes, but is not limited to, full scale evaluations and demonstrations related to 
transforming rental assistance programs. 

The field economist increase would permit the provision of the full range of services related to 
monitoring and analyzing local market housing conditions and coverage to all HUD field office, 
which is critical and complex due to the disarray of some rental markets in the coimtry. 



119 


Mr. Latham #28 

Funds for Employee Training and Development 

Question: Please provide a table, broken out by program office, showing the funds for 
employee training and development for the last five years. 

Answer: See attached table. 



Employee 
Training, xlsx 
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Mr. Latham #29 


Travel 

Question: Please provide a table showing the destination, purpose, member of staff, 
duration, cost (including all related costs including per diem and contracts), and other relevant 
details for all travel for the last three years. 

Answer: See attached table. Please note the Official Duty Station as a starting destination 
is not included in the report. The final destination is to be implied as the starting destination or 
the travelers Official Duty Station. The Type Field refers to the type of document that was 
processed. The following are the definitions: 

LV=Local Voucher 
ATV=Amended Travel Voucher 
TV=Travel Voucher 
C=Canceled Travel 



Final HUD Report for 
Appropriations Comm 
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Mr. Latham #30 


Working Capital Fund (WCF) 


Question: Please provide a chart of all the IT Systems the Department supports. Please 
identify the programs(s) they support, their WCF line of business, their purpose, their annual 
maintenance costs and the total investment made by the Department over the lifetime of the 
system. 

Answer: In My of 2005, HUD began the shift fl-om funding individual investments to 
managing enterprise solutions that support common business functions. HUD consolidated 
investments by Lines of Business/Business Functions to enable strategic sourcing and streamline 
total lifecycle management. 

The execution of funds for all IT Investments is accounted for in HUD’s Central 
Accounting and Program System (HUDCAPS) utilizing HUDCAPS modules “Project Cost 
Accounting System” (PCAS) and “Cost Allocation” (CA). The PCAS and CA modules were 
implemented in fiscal year 2000. The PCAS/CA is used to account for individual investments 
direct and indirect costs. An investment may include more than one project or system. 

The attached document provides a list of HUD IT investments that identify the program(s) 
they support, their WCF line of business, their purpose (see list of investment descriptions), their 
annual maintenance costs (FY 2010) and the total investment made by the Department over the 
lifetime of the system (2000-2010). 



WCF FY 2012 


Questions for the Re 
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Mr. Latham #31 


Outside Contracts 


Question: What is the total amount HUD spent on outside contracts annually from FY 
2006 to 2010? 

Answer: Below is a table which shows the total number of contract actions and orders 
with total dollars obligated for FYs 2006 to 2010. The data do not include simplified 
acquisitions or interagency agreements. 


FEDERAL PROCUREMENT DATA SYTEM 

(FPDS-NG) DATA 

FY 

OBLIGATION 

2006 

$1,068,533,255.74 

2007 

826,576,291.78 

2008 

978,753,063.39 

2009 

853,714,808.67 

2010 

1,598,018,166.79 

Total 

325395,586.37 
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Mr. Latham #32 


Contracts 

Question: Please include a list of all contracts entered into by HUD that is over 
$1,000,000. Please include the program office, the name of the contractor, the annual costs, the 
projected lifetime costs, and a brief description of the contract. 

Answer: See the attached spreadsheet. 



FY_2011_QFR_FY_2 

010_Actfons_Over„l! 
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Mr. Latham #33 


Contracts 


Question: Please include a list of all sole source contracts entered into by HUD in the last 
five years. 

Answer: See the attached spreadsheet. 



FY2011QFR 
2006-2010 Sole Souri 
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Mr. Latham #34 


Public Housing and Section 8/PHA Transparency 

Question: What is HUD doing to ensure that public funds are not abused by PHAs, 
whether it’s in executive compensation, excessive legal fees, or other areas of waste, fraud, and 
abuse? 

Answer: HUD is often perceived as having exclusive ownership of problematic or 
troubled PHAs when, in fact, the first line of effective oversight and governance is local elected 
officials and the community. The Department relies on local elected appointing officials and 
their appointed boards to perform due diligence and ensure the communities affordable housing 
programs are being well administered. When this local oversight breaks down and/or when 
HUD independently becomes aware of imminent or developing problems with PHA financial 
conduct, appropriate steps are undertaken to address and remedy the situation. The second line 
of effective oversight is HUD oversight. 

HUD is investing time and funding into making our system more effective, specifically: 

1) Realigning our work force to focus on financial management and governance, 

2) Designing new diagnostic tools to help the workforce identify and remedy PHA 
financial and governance issues before they become public program failures. 

3) Creating a new multi-department task force that is focused on dramatically reducing the 
troubled PHA portfolio. 

4) Enlisting the services of major financial audit firms to temporarily augment our 
financial assessment capabilities until such time as we expand that capability in-house. 

5) Developing special financial and governance trainings for PHAs to help them better 
manage their scarce Federal resources. 

In addition, it is important to note that 95 percent of our nation’s 3,148 PHAs meet or 
exceed property and management standards. However, there remains 5 percent who are 
considered “troubled” by HUD’s performance indicators. 
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Mr. Latham #35 


PHA Compensation 

Question: Do you believe that more than $300,000 dollars a year in compensation, as was 
the case of the Philadelphia’s PHA Executive Director, is excessive considering that his salary 
was derived almost entirely from Federal funds? 

Answer: Public Housing Authorities (PHAs), as creatures of state law, have local boards 
of directors or direct reporting relationships to local government officials. Salaries are set by 
either the local elected leaders or by the board of directors. HUD’s role is to ensure that the PHA 
is providing decent, safe, affordable housing and using HUD dollars within the requirements of 
law and regulation. HUD does not set salaries for PHA employees. However, HUD believes that 
compensation for top PHA officials should be commensurate with the compensation for other 
comparable executive-level officials in the jurisdiction. 



127 


Mr. Latham #36 


PHA Compensation 

Question: There seems to be a real lack of transparency regarding PHA compensation and 
benefits. Why doesn’t HUD collect information on the salaries and perks of the top executives 
of PHAs, given that these directors and executives are paid from Federal funds? Can you commit 
to me today that you will work to collect this information and make it public? How soon can 
you do this? 

Answer: HUD is in the process of specifically requiring PHA Boards to conduct 
comparability analyses when determining executive director salaries and certifying that the 
salaries set are within the analysis boundaries. In addition, we have started the process to require 
PHAs to submit the compensation of the 5 highest-paid PHA employees for their agency on an 
annual basis. Going forward, information on executive director compensation will be posted to a 
publicly accessible website. Because PHAs are state and not Federal agencies, there are 
additional legal requirements that must be fulfilled, but we have begun the process and are 
hopeful that we can begin posting this information by the end of this summer. 
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Mr. Latham #37 


Planning for Sustainable Communities 


Question: At a time when we can barely afford to pay to keep all of the existing families 
in their Section 8 and Public Housing, why should we continue down the path of spending 
money on state and local grants for planning - not construction of affordable housing, or housing 
vulnerable populations, but planning? 

Answer: Low-income families receiving HUD housing assistance certainly need access to 
employment and educational opportunities, among other things. Many low-income families 
cannot afford the costs associated with automobile ownership and many are located in places 
where public transportation is scarce or unavailable. We need to provide them opportunities both 
to live closer to jobs and schools and to better access them in other parts of their communities by 
increasing their transportation choices. For most American families, housing and transportation 
are the two largest household expenses. Low-income families may spend as much as 33 percent 
of their incomes on transportation, which directly impacts their ability to pay for housing or other 
family needs. For rural low-income households this percentage is even higher with many 
families spending more than 42 percent of income each year for transportation. Addressing rising 
transportation and housing costs requires looking at these two issues in a more integrated 
fashion. 

The President’s FY 2012 Budget proposal includes $150 million for HUD’s Sustainable 
Communities Initiative to provide grants to regions, states and localities to support integrated 
planning activities that better coordinate housing, transportation and economic development 
needs and investments. We have seen that this kind of strategic, performance-based planning can 
yield significant cost savings to taxpayers and households. For instance, the Salt Lake City, UT 
regional plan is estimated to .save almost $4.5 billion in avoided infrastructure costs through 
prioritizing investments in existing communities and pursuing better coordination between future 
investments in housing and transportation. Small investments in planning can help to leverage 
public and private investments to create multiple health, safety and environmental benefits. 

Part of the solution for improving our economy, for reducing our dependence on oil and 
household expenses alike is encouraging more sustainable communities. Communities with more 
housing and transportation choices, located closer to jobs, shops and schools, will attract more 
private investment and talent and be the most globally competitive. 

Demand for HUD’s two new Sustainable Communities grant programs was phenomenal, 
and was not confined to urban areas. More than half of applicants came from small towns and 
rural regions— and winners included rural counties in central Iowa, Appalachian communities in 
western North Carolina and Native American tribes in Washington State and South Dakota, In 
all, 78 million Americans live in the 45 regions that received our Regional Plarming grants and 
almost one-third of FY 2010 grants were awarded to multi-jurisdictional regions with 
populations under 200,000. 

Sustainable Communities planning grant funds will create incentives for communities to 
develop comprehensive housing and transportation plans that spur jobs and reduce the combined 
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cost of housing and transportation -- funded not by the Federal Government, but by private 
investment. 

Indeed, for our Community Challenge grant program, the $68 million in funds we awarded 
with DOT last fall will leverage over $50 million in additional local, state and private funding. 
Of these grants, 43 percent went to communities with populations under 1 00,000. Many of these 
smaller and rural communities have previously lacked resources to develop local strategic plans 
to address changing demographic and economic needs and leverage economic and rural 
development funds. 

Regions which embrace sustainable communities will have a built-in competitive edge in 
attracting jobs and private investment. Finally, by helping communities use existing financial 
resources more strategically, they will be able to solve three or four problems with a single 
investment. Low-income families receiving HUD assistance that reside in such communities 
stand to benefit from better planning along with everyone else. 
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Mr. Pastor #1 


Campaige Place 


Question: Mr. Secretary: There is a property in the Warehouse District of downtown 
Phoenix, Campaige Place, that is currently being held by your Department and, as 1 understand 
it, is being prepared to go to auction. 

The Arizona Department of Housing, Maricopa County, and the Valley of the Sun United 
Way have teamed in an effort toward acquiring this property using Neighborhood Stabilization 
Program funds to establish a critically needed Permanent Supportive Housing establishment. 

The property has 302 small units, and fits the criteria for a Permanent Supportive Housing 
facility as well as any I’ve ever seen. 

However, there seems to be a significant difference in the valuation of this property 
between HUD and Arizona, Maricopa County, and Phoenix. 

My question is; What steps do we need to take in order to ensure that these public and non- 
profit entities can make an offer on this property before it goes to auction, and will HUD work 
with the local parties to reach a reasonable acquisition cost and transfer procedure? 

Answer: The Department only has the statutory authority to work with units of local 
governments prior to a foreclosure sale in order to execute a Contract of Sale. The Department is 
currently reviewing an appraisal submitted by Maricopa County and will continue to have on- 
going discussions with the County regarding the acquisition price. 
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Mr. Pastor #2 


Competing For Choice Neighborhood Funding 

Question: The President’s Budget requests $250 million for the Choice neighborhoods 
program, which I understand builds upon the successes of the current HOPE VI program. Many 
cities, including Phoenix, have used HOPE VI funding to create high quality public housing and 
to help community residents achieve self-sufficiency and enhance their quality of life. The 
HOPE VI program has been very successful in Phoenix. 

Under the Administration’s proposal, what changes do you expect cities and local 
government agencies will face in competing for Choice Neighborhood funding versus HOPE VI? 

Answer: Under Choice Neighborhoods, local governments, non-profits and for profit 
developers that partner with a public entity join PHAs as eligible applicants to apply for grant 
funding. Furthermore, Choice Neighborhoods expands the reach of HOPE Vl-style investments 
to include HUD-assisted multifamily units. By investing in people and neighborhood assets, 
HUD can help local communities to transform neighborhoods of distress into revitalized mixed- 
income neighborhoods. 

Applicants that choose to compete for Choice Neighborhoods grants will find that, in 
comparison to HOPE VI, a wider variety of activities are eligible for funding. While a 
significant proportion of Choice Neighborhoods funds must support the demolition, 
rehabilitation, and reconstruction of public and/or assisted housing, grantees will also partner 
with organizations to undertake activities that promote residents’ economic self-sufficiency; 
improve academic and developmental outcomes for resident children and youth; and ensure the 
long-term economic, educational, and environmental viability of the neighborhood. HUD 
expects grantees to use these partnerships to leverage additional funding in order to achieve 
these goals and is working with other Federal agencies to facilitate such collaboration. By 
requiring grant recipients to combine efforts to transform housing with activities that promote 
residents’ educational, economic, and environmental well-being. Choice Neighborhoods will 
encourage more holistic approaches to the revitalization of distressed neighborhoods. 
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Mr. Pastor #3 


Choice Neighborhoods Program 


Question: Is the Choice Neighborhoods program designed to encourage cities to develop 
partnerships with local non-profits? And again, how do these partnerships differ under the two 
programs? 

Answer: Partnering with local non-profits is one of the successes of HOPE VI upon which 
Choice Neighborhoods is designed to build. By supporting collaborative efforts that bring 
together a variety of community stakeholders. Choice Neighborhoods will promote a more 
comprehensive approach to the task of neighborhood transformation. As learned through HOPE 
VI, Choice Neighborhoods recognizes that addressing housing needs alone is not sufficient to 
foster the emergence of vibrant neighborhoods. Partnerships with housing providers as well as 
local non-profits, city agencies across program boundaries, local service providers, and local 
businesses will better position communities to find solutions for affordable housing, 
employment, education, safety, transportation, and other key issues. 
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Mr. Latham. Good morning. Today’s hearing looks at the Presi- 
dent’s Fiscal Year 2012 budget request for HUD’s Transformation 
Initiative. We welcome our three witnesses from the Department: 
Mr. Jerry Williams, who is HUD’s Chief Information Officer; Es- 
telle Richman, HUD’s Chief Operating Officer; and Dr. Raphael 
Bostic, HUD’s Assistant Secretary for Policy Development and Re- 
search. Welcome all of you. I look forward to your testimony this 
morning. 

The Transformation Initiative is a relatively new creation at 
HUD. This account did not exist prior to Fiscal Year 2010, when 
Secretary Donovan requested funds and flexibility to change the 
way HUD does business. We still are not sure of what that all en- 
tails or where one would even start to fix HUD. I think many of 
us were thinking or hoping the Secretary was going to improve 
HUD’s performance in the areas of accounting for funds and pro- 
grams and operate more efficiently in its basic functions. I think 
we can all agree that HUD has never, ever been the poster child 
for a great Federal Government. 

There are a few initiatives where we have been very supportive. 
Despite the grand ideas and new proposals in the research area, 
I am convinced that the one true change at HUD that will reform 
the way HUD does business and allows for greater transparency 
and more informed decision-making is our IT investments today in 
FHA and in voucher management. I am hopeful that these invest- 
ments will outlast our involvement with HUD. With FHA now 
about 30 percent of the housing market, we need to ensure that we 
have the systems and infrastructure to support and protect the 
government’s investments. For the voucher system, the Depart- 
ment desperately needs to get a grip on the operations and ebb and 
flow of the programs. 

Vouchers keep millions of Americans in a home each night. How- 
ever, this program is expensive, and its baseline costs are rising 
faster than any other program at HUD and its costs threaten to de- 
vour any discretionary funds at HUD. 

( 133 ) 
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I see there are a few new ideas in the budget; namely, the tech- 
nical assistance teams and the National Resource Bank. I will let 
you speak to those in your testimony. But I will tell you I am con- 
cerned that your congressional budget materials contain really in- 
adequate justifications or explanations for these requested funds. 

Today we are going to go on the 5-minute rule as far as ques- 
tions. So if we could get both the questions and answers in 5 min- 
utes, I would appreciate it. 

Mr. Latham. I will now turn it over to my colleague Mr. Olver 
for his statement, and then we will hear from our witnesses. Thank 
you. Mr. Olver? 

Mr. Olver. Thank you, Mr. Chairman. Thank you all for being 
here with us today. I think most everybody in the room, at least 
hopefully the two of us here, would agree that HUD has been a ne- 
glected Department for many years and that ultimately this neglect 
has hindered the Department’s ability to efficiently meet the de- 
mand for affordable housing. 

Today’s hearing topic, HDD’s Transformation Initiative, is a 
product of the current administration’s commitment, and in par- 
ticular Secretary Donovan’s commitment to revitalizing the Depart- 
ment, addressing its structural inefficiencies, and modernizing its 
information technology systems. The presence of Estelle Richman, 
HDD’s Chief Operating Officer, is a testament to that commitment. 

Since the Secretary first requested the initiative in the Fiscal 
Year 2010 budget, we have worked with you to identify the Depart- 
ment’s most pressing needs, and our respective staffs have spent 
countless additional hours defining an appropriate approach. Yffiile 
we understand that effectively implementing a transformation of 
the Department’s fundamental systems requires significant upfront 
strategic planning, I do look forward to hearing what progress you 
have made towards accomplishing the goals identified in the fiscal 
2010 plan. 

Lastly, I want to reiterate that I am committed to working with 
the Department to maintain the appropriate balance between pro- 
viding the flexibility needed to nimbly accomplish the Department’s 
transformation and the structure necessary to allow appropriate 
congressional oversight. 

Mr. Chairman, I yield back. 

Mr. Latham. Thank you. 

[The information follows:] 
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Thank you all for speaking with us today. I think most everyone in the room would agree that 
HUD has been a neglected Department for many years and that ultimately this neglect has 
hindered the Department’s ability to efficiently meet the demand for affordable housing. 

Today’s hearing topic, HUD’s Transformation Initiative, is a product of the current 
Administration’s commitment, and in particular Secretary Donovan’s commitment, to 
revitalizing the Department, addressing its structural inefficiencies and modernizing its 
information technology systems. The presence of Estelle Richman, HUD’s Chief Operating 
Officer, is a testament to that commitment. 

Since the Secretary first requested the initiative in the FYl 0, we have worked with you to 
identify the Department’s most pressing needs and our respective staffs have spend countless 
additional hours defining an appropriate approach. While we understand that effectively 
implementing a transformation of the Department’s fundamental systems requires significant 
up&ont strategic planning, I do look forward to hearing what progress you have made towards 
accomplishing the activities identified in the FYIO operating plan. 

Lastly, I want to reiterate that I am committed to working with the Department to maintain the 
appropriate balance between providing the flexibility needed to nimbly accomplish the 
Department’s transformation and the structure necessary to allow appropriate Congressional 
oversight. 
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Mr. Latham. Your testimony, Ms. Richman. 

Ms. Richman. Thank you. Chairman Latham, Ranking Member 
Olver, and members of the subcommittee, thank you for the oppor- 
tunity to talk to you today about HUD’s Transformation Initiative. 
Before we get into the nuts and bolts, I want to stress to you that 
the Secretary is not using the word “transformation” in a throw- 
away manner. HUD is in the midst of a multiyear effort to fun- 
damentally transform the way HUD does business. It is one of 
HUD’s five strategic goals and is critical to achieving the other four 
policy goals. 

The portfolio of projects that make up the Transformation Initia- 
tive includes, but is not limited to, those projects funded by the 
Transformation Initiative Fund that is the subject of today’s hear- 
ing. That said, the TI Fund remains the primary source of funding 
for changing the way HUD does business by increasing the effi- 
ciency and the effectiveness of our programs. To date, we have in- 
vested significant time and energy to get TI right. We are trying 
to do something new, and new things, especially systemic changes, 
take time. This is particularly true at HUD, given the organiza- 
tional history, atrophy, capacity to deliver IT solutions and conduct 
research, structural inefficiencies and waste of TA dollars, as well 
as constrained thinking about TA delivery, broken procurement 
and NOFA processes, and the lack of a centralized structure for 
monitoring and accountability. 

Fiscal year 2010 was a necessary transition year for TI. We have 
built a new and solid foundation that we believe will secure timely 
and quality results with fiscal year 2010, 2011, and 2012 TI fund- 
ing. We engaged in a Department-wide competition to develop and 
select 70 innovative and strategic investments. We have driven the 
development of outcome-focused project plans that will allow us to 
effectively evaluate the impact of HUD dollars. We are creating 
new contract vehicles and NOFAs that are flexible and easily lever- 
aged to accommodate future years’ funding. We have established a 
framework to systematically track and monitor projects, as well as 
hold responsible parties accountable when goals are not achieved. 
We are undertaking major process improvement initiatives for our 
procurement and NOFA processes. 

Having established this foundation, we are starting to see 
progress. Nine months after your approval of our fiscal year 2010 
TI plan, we have obligated or expended $51 million, or 20 percent 
of the fiscal year 2010 TI funds, with another $71 million, or 30 
percent, to be obligated in the next few months. 

In mid-February, we submitted to you and the GAO a com- 
prehensive plan for TI-IT spending, the first of its kind at HUD. 
And awards for OneCPD, one of our cross-cutting and flexible TA 
vehicles, are set to be made by the end of this month. 

HUD believes that these and future TI Fund investments will go 
a long way to increase program efficiency and effectiveness and re- 
duce fraud, waste, and abuse. We could have gone the business-as- 
usual route to simply get the money out of the door, but instead 
we have taken the time to ensure clear accountability and impact. 

The projects in the TI Fund are truly transformational, facili- 
tating unprecedented cross-program integration, coordination, and 
creativity. We hit some bumps along the way, as you always do 



137 


when creating fundamental change, hut we have now laid a solid 
foundation to execute projects efficiently and effectively in fiscal 
year 2011, 2012, and heyond. 

Thank you, and I look forward to answering any questions you 
may have. 

Mr. Latham. Thank you. 

[The information follows:] 
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Estelle Richman Testimony: Transformation Initiative 

Chairman Latham, Ranking Member Olver and Members of the Subcommittee, thank you for the 
opportunity to talk to you today about HUD’s Transformation Initiative. 

The Transformation Initiative represents a strategy for transforming the way HUD does business, 
which is one of the five goals of HUD’s strategic plan and essential for achieving the other four 
goals. Before we get into the nuts and bolts, I want to stress to you that the Secretary is not using 
the word “Transformation” in a throwaway manner. HUD is in the midst of a multi-year effort 
to fundamentally transform the agency. We are doing this by breaking down the silos and 
streamlining the agency’s programs and operations; investing in research and evaluation to build 
knowledge and technological evaluation; and increasing the agency’s ability to respond to cross- 
cutting and urgent challenges. The Transformation portfolio is not a set of discrete projects, but 
rather a collection of interconnected initiatives that all contribute to the achievement of HUD’s 
overall Transformation goals. This portfolio includes those projects funded by the 
Transformation Initiative Fund that is the subject of today’s hearing. For example, although IT 
investments were not included in the 2012 budget request, IT investments, along with Technical 
Assistance, Research, and Demonstration investments, continue to be a critical to the 
Department’s Transformation. 

That said, the Transformation Initiative Fund remains the primary source of funding for changing 
the way HUD does business, while at the same time increasing the efficiency and effectiveness 
of our programs. IT investments are enabling us to automate critical business processes in our 
Voucher programs, reduce risk in the FHA portfolio, and modernize our aging IT infrastructure 
to reduce long-term operating costs. TA investments are allowing us to create more efficient and 
cost effective delivery systems that increase the impact of our investments and reduce waste, 
fraud, and abuse in our programs. In addition, TA investments build much needed capacity for 
state and local governments at a time when they are facing furloughs and layoffs despite 
increases in service demands resulting from the difficult economic climate. Research and 
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Demonstration investments are allowing us to effectively evaluate program performance and 
impact so that we can continue to fund programs that woric, and stop funding or restructure 
programs that are not achieving desired outcomes. 

To date, we have invested significant time and enei^ to get T1 right. We are trying to do 
something new, to create a fundamental paradigm shift in the way that we do business. New 
things, especially systemic changes, take time, and we have inherited a number of challenges that 
have impeded our ability to obligate funds as quickly as we might have liked. In the areas of IT, 
Research, and Demonstration, HUD's capacity to execute projects had atrophied because 
previously, there has been limited funding for these types of projects. In the area of TA, dollars 
have previously been provided within program accounts, with limits on how these funds could be 
used, leading to inefficiency and waste as well as constrained thinking about the delivery of TA. 
And when funding was made available for these purposes, we have not delivered. Our 
mechanisms for getting funds out to constituents are broken: Our Procurement and NOFA 
processes are slow and inefficient, making it difficult to obligate funds and deliver results 
quickly. Furthermore, those TA dollars fell through the cracks with little to show for it, due to 
the lack of structure for monitoring, tracking, or accountability. 

FYIO was a necessary transition year where we have taken the time to establish a foundation for 
effectively managing, monitoring, and ensuring accountability that will ensure quick success in 
FYl 1 and FY12. From the start, we have done this fundamentally differently than in the past. In 
the first month after the FY! 0 budget was passed in December 2009, we received and evaluated 
1 17 TI project proposals from across the Department, selecting 70 projects we believed 
represented the most innovative and strategic investments. We have driven the development of 
comprehensive project plans that will allow us to effectively evaluate the impact of HUD dollars. 
We are creating new contract vehicles and NOFAs that are flexible, outcome-focused and easily 
leveraged to accommodate future years’ funding. We are establishing a framework to 
systematically track and monitor projects, as well as hold responsible parties accountable when 
milestones and overall project goals are not achieved. We are undertaking major process 
improvement initiatives for our Procurement and NOFA processes, projects that are expected to 
achieve noticeable results in FYl 1 . 

Having established this foundation, we are starting to see progress across all of the TI Fund 
categories. Nine months after your approval of our FYl 0 TI Plan, we have obligated or 
expended 20 percent of FYIO TI funds ($51M), with another 30 percent ($71M) to be obligated 
in the next few months. In mid-February, we submitted to you a comprehensive plan for TI-IT 
spending, the first of its kind at HUD, that we hope will enable us to obligate funds above the 25 
percent cap that was established for IT in the FYIO appropriations language. Awards for 
OneCPD, one of our cross-cutting, flexible TA delivery vehicles, are set to be made by the end 
of this month - altogether $23M in funding - and the new Troubled PHAs contract is close to 
completion. Research NOFAs for $2.5M are currently on the street, and we expect awards to be 
made by July. 

HUD believes these and future TI Fund investments will go a long way to reduce waste, fraud 
and abuse, increase program effectiveness, and in the case of TA, provide much needed support 
to state and local governments that have lost capacity, resources, and skills in the current 
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economic climate. Even in this severely constrained budget environment, we do not view T1 as 
taking money away from our programs, but rather as a reinvestment in programs to get more 
“bang for the buck.” We could have gone the “business as usual” route to simply get the money 
out the door, but instead we are staying true to the intent of TI by taking the time to institute the 
necessary framework for ensuring accountability and impact of these investments. 

The projects in the TI Fund are truly transformational — facilitating cross-program interaction, 
coordination between program offices and procurement, the development of flexible contract 
vehicles that focus on outcomes and impact rather than compliance. We hit some bumps along 
the way, as you always do when trying to create fundamental change, but we have now laid a 
solid foundation to execute projects efficiently and effectively in FYl 1 and FY12. 

Thank you and I am pleased to address any questions. 
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Estelle Richman 

Estelle Richman serves as the Chief Operating Officer for the U.S, 
Department of Housing and Urban Development. In this role, Richman 
manages the day-to-day operations of the agency, with a particular focus 
on the transformation of HUD's human capital, procurement, and 
information technology function. She also contributes important 
expertise to the efforts underway to break down internal agency silos. 

I After more than 30 years of public service, Richman joined HUD from 
' the Pennsylvania Department of Public Welfare where she served as 
Secretary of Public Welfare for 7 years. She also served as Managing Director for the City of 
Philadelphia and previously Director of Social Services for the City of Philadelphia. Other 
positions held by Richman include the City of Philadelphia's Commissioner of Public Health and 
Deputy Commissioner for Mental Health, Mental Retardation and Substance Abuse Services; 
and Assistant Director with the Positive Education Program in Cleveland, Ohio, a day treatment 
program for children with behavior problems. 



A nationally recognized expert on issues of behavioral health and children's services, Richman 
has been honored for advocacy efforts by the National Alliance on Mental Illness, the American 
Psychiatric Association and the American Medical Association, among others. She is also the 
recipient of the 1998 Ford Foundation/Good Housekeeping Award for Women in Government. 
In addition, the Behavioral Health System named her the winner of the 1999 Innovations in 
American Government from the Kennedy School of Government, Harvard University. 

Richman received her master's degree from Cleveland State University. 
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Mr. Latham. Mr. Williams. 

Mr. Williams. Thank you for allowing me to speak to you today 
about hub’s information technology priorities. Let me begin by 
stating HUD did not request TI funding authority in 2012 for infor- 
mation technology. However, IT funds were requested in the Work- 
ing Capital Fund for 2012. And while we believe that we will con- 
tinue to need funds to support the modernization of our business 
processes in subsequent years, we believe that we would have suffi- 
cient funding from the fiscal year 2010 TI transfers and the re- 
quested 2011 transfers to meet our commitments in 2012. 

HUD estimates that $122.5 million in fiscal year 2010 TI funds 
and $119 million in fiscal year 2011 TI funds will be needed to sup- 
port the multiyear Transformation Initiative IT projects. Our in- 
tent is to fully leverage these resources to meet our transformation 
needs. Additional funding was not requested in fiscal year 2012 on 
the presumption that fiscal year 2011 funds would continue to be 
available for 3 fiscal years and would be adequate to support all 
of hub’s planned TI-IT projects. 

I will begin by discussing what we have been able to do with the 
Transformation Initiative funding that was made available in fiscal 
year 2010. As you are aware, HUD had some significant manage- 
ment problems that related to poor performance from our IT 
projects. Language that requires HUD to mature these manage- 
ment processes was included in the fiscal year 2010 appropriations, 
along with the authority to utilize funding to support trans- 
formation initiatives. We recognized the magnitude of the changes 
needed, and to date have limited our spending to correct the man- 
agement weaknesses, and to plan to prepare for meaningful mod- 
ernization of the IT systems that will support HUD’s business func- 
tions. 

With the advice of the Government Accountability Office, we 
have now developed and implemented new policies, procedures, and 
standards that govern the way that HUD manages its IT invest- 
ments. The new management framework makes use of vigilant 
planning and transparency of progress to create accountability and 
to ensure there are tangible results. We have begun to rebuild our 
capacity to carry out IT modernization and have adopted manage- 
ment controls to guide the modernization effort. Our spending to 
date has therefore been limited, given our prudent approach to tak- 
ing the time needed to properly plan the significant change effort. 

This approach is consistent with previous GAO recommendations 
and requirements specified in the Consolidated Appropriations Act. 
HUD submitted its plan for spending the remaining $88 million of 
the funds available from the fiscal year 2010 budget to the House 
and Senate committees on February 15. The plan centers on 
leveraging technology across HUD mission areas, rather than in- 
vesting in these capabilities as separate projects within each mis- 
sion area, a previous practice that has led to rising complexity and 
cost of HlJD’s infrastructure. 

HUD is now poised to responsibly invest in and guide seven of 
its highest priority projects to successful results. They are FHA 
Transformation, Next Generation Voucher Management, eGrants 
Management in support of the Hearth Act, Place-based Perform- 
ance Management, HR End-to-End Solution, HUD’s Integrated Ac- 
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quisition System, and Integrated Financial Management Improve- 
ment Project. 

We structured these projects to deliver business functionality in 
6-month increments and to begin sharing a common technical in- 
frastructure over the next year. This took a considerable amount 
of time, but is a necessary step in ensuring success. 

The first set of business functionality will be delivered over the 
next 45 days. These improvements are the first step in preparing 
for and implementing real change at HUD. Greater functionality 
and depth, including new shared infrastructure tools, is planned 
and being tracked for delivery in September 2011 and in March of 
2012. Additional improvements will be planned and implemented 
in fiscal years 2012 and 2013 as we continue to follow this model. 

Thank you. I am pleased to address any questions you may have. 

Mr. Latham. Thank you. 

[The information follows:] 
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Jerry Williams Testimony: Update on HUD IT Priorities 

Thank you for allowing me to speak to you today about HUD’s information technology (IT) 
priorities. Let me begin by stating that HUD did not request TI funding authority in FY 2012 for 
information technology. However, IT funds are requested in the Working Capital Fund for 2012, 
and while we will continue to need funds to support the modernization of our business processes 
in subsequent years, we would have sufficient funding from FY 2010 TI transfers and the 
requested FY 201 1 TI transfers to meet our eommitments in FY 2012. 

HUD estimates that $122.5M in FY 2010 TI funds and $I 19M in FY 201 1 TI funds will be 
needed to support multi-year Transformation Initiative IT projects. Our intent is to fully 
leverage these resources to meet our transformation needs. Additional funding was not requested 
in FY20I2 on the presumption that the FY 201 1 funds would continue to be available for three 
fiscal years and would be adequate to support all of HUD’s planned TI/IT projects. 

1 will begin by discussing what we have been able to do with the Transformation Initiative 
funding that was made available in FY 20 1 0. 

As you are aware, HUD had some management problems that related to poor performance from 
IT projects. Language that required HUD to mature these management processes was included in 
the FY 2010 appropriations along with the authority to utilize funding to support transformation 
initiatives. 

We recognized the magnitude of the changes needed and to date have limited our spending to 
correct the management weaknesses and to plan and prepare for a meaningful modernization of 
the IT systems that will support HUD’s business functions. We simply could not afford to spend 
limited modernization funds without developing a plan, and we could not have a viable plan 
without doing the work necessary to ensure we would get results and spend modernization funds 
wisely. 

With the advice of the Government Accountability Office (GAO), we have now developed and 
implemented new policies, procedures and standards that govern the way that HUD manages its 
IT investment dollars. The new management framework makes use of vigilant planning and 
transparency of progress to create accountability and ensure there are tangible results. We have 
begun to rebuild our capacity to carry out IT modernization and have adopted management 
controls to guide the modernization effort. Our spending to date has, therefore, been limited 
given our prudent approach of taking the time needed to properly plan this significant change 
effort. This approach is consistent with previous Government Accountability Office 
recommendations and the requirements specified in the Consolidated Appropriations Act. 

HUD submitted its plan for spending the remaining $88M of the funds available from the FY 
2010 budget to the House and Senate committees on February 15. The plan centers on leveraging 
technology across HUD’s mission areas rather than investing in these capabilities as separate 
projects within each mission area, a previous practice that has led to rising complexity and cost 
of HUD’s infrastructure. This plan represents a major shift in HUD’s information technology 
management practices and use of technology to improve performance and reduce costs. 
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HUD is now poised to responsibly invest in and guide seven of its highest priority projects to 
successful results. They are FHA Transformation, Next Generation Voucher Management 
System, eGrants Management in support of the Hearth Act, Place-based Performance 
Management System, HR End-to-End Solution (Phase 1), HUD Integrated Acquisition 
Management System, and HUD Integrated Financial Management Improvement Project. 

We restructured each of these projects to deliver business functionality in six month increments 
and to begin sharing a common technical infrastructure over the next year. This took a 
considerable amount of time but is a necessary step to ensure success. The first set of business 
functionality will be delivered over the next 45 days and includes; 

• New tools to improve risk management and increase the volume of FHA loans that may 
be targeted for review; 

• A new budget forecasting prototype for Project-based Section 8; 

• New voucher management tools to improve voucher utilization rates; 

• Automated staffing and classification capability to speed recruitment processes; 

• A streamlined grant application, award and reporting process that supports the HEARTH 
Act implementation; 

• Streamlined preparation of contracting solicitations and contract writing; and 

• New capability to capture and analyze performance information across HUD services. 

These improvements are the first step in preparing for and implementing real change at HUD. 
Greater functionality and depth including new shared infrastructure tools is planned and being 
tracked for delivery in September 2011 and in March 20 1 2. Additional improvements will be 
planned and implemented in FY 2012 and FY 2013 as we continue to follow this model. These 
include common services such as business intelligence, single sign-on to our systems, geospatial 
visualization, and IT infrastructure services that can be leveraged across all HUD programs. 
These common services were originally planned to be developed independently. The 
restructuring of the projects identified how that approach would increase cost by unnecessary 
duplication and perpetuate the complexity of the current IT environment. 

For FY 2011, HUD continued to request IT funding through the Transformation Initiative 
transfer authority. An estimated amount of $1 1 9M would be allocated for IT, principally in 
support of the FHA Transformation, Next Generation Voucher Management System, and Grants 
Management Systems initiatives. It also includes funds to support continued implementation of 
common services and management processes that support a wide range of HUD’s programs. 
HUD’s new IT management model will be utilized to plan and track these funds as well as all 
future IT projects regardless of the funding source. 

We expect to begin realizing a reduction in infrastructure costs by decommissioning outdated 
systems and migrating to shared platforms beginning in FY 2012. We expect to simultaneously 
increase our project management capacity over the next 1 8 months. 


Thank you and I am pleased to address any questions. 
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Jerry E. Williams 

Jerry E. Williams became the Department of Housing and Urban Development's [HUD] 
Chief Information Officer [CIO] on July 6, 2009. In this capacity, Mr. Williams 
provides direction, oversight and management of the Department's Information 
Technology [IT] activities. As the CIO, Mr. Williams is responsible for a $379.2 million 
budget, 265 employees and developing, modernizing and enhancing HUD's outdated 
information systems. Prior to this, Mr. Williams served as the deputy CIO at the 
Department of the Interior [DOI] where he was responsible for ensuring that DOI met 
all of its IT requirements in Seeurity, Architecture, IT Capital Investment Planning and 
Records Management. 

Prior to serving as the deputy CTO at the Department of the Interior, Mr. Williams was the Director of Financial 
Management for the Director of National Intelligence. In this capacity, he was responsible for leading all 
financial management activities for the Intelligence Community [1C]. While there he provided executive 
leadership, direction, and coordination in the areas of internal control assessment, financial management, pre 
and post audit activities, and financial system implementation. 

Mr. Williams has also served as the acting CIO and deputy CIO of the U.S. Department of Agriculture [USDA], 
and the acting CIO for the US Small Business Administration [SBA] where he worked tirelessly to improve the 
FISMA scores of both agencies. During his time as the acting CIO of SBA. he served as the principal 
Information Technology advisor to the Administrator of the SBA. In this capacity. Mr. Williams was 
responsible for a large, complex IT environment that had numerous concurrent development projects and 
architecture issues. He also oversaw major support contracts and directed career employees, who in turn 
■ovided technical assistance to the SBA executive staff and all levels of management to integrate value-added 
. solutions into corporate business planning processes. In addition, Mr. Williams was responsible for Federal 
budgeting requirements and Federal IT regulations and guidelines, including those in the Clinger-Cohen and IT 
Security Acts, 

Mr. Williams also served as the Chief of the Federal Financial Management Systems Branch at the Office of 
Management and Budget [OMBJ. During his tenure there, he led a government-wide program responsible for 
ensuring effective and efficient Federal financial systems through the development of government-wide 
financial systems and policies and improvement strategies. As the senior authority on Federal financial 
management systems for the US Government, Mr. Williams both advised and consulted senior agency and 
0MB officials on Federal financial management systems issues. 

With over 20 years of working within the Federal sector, Mr. Williams brings a wealth of experience and 
knowledge from both the IT and financial management sectors. He also sits on the Board of the American 
Council for Technology [ACT], a non-profit organization that advises government in understanding, acquiring, 
and using IT resources effectively and efficiently, 

Mr. Williams began his federal career with the Department of Defense in 1984, and has held positions of 
increasing responsibility in the fields of financial management and IT. In these capacities, Mr, Williams has 
been both extremely productive and highly dedicated leading a number of both Department-wide and 
Govemroent-wide initiatives with valor and distinction. 

1 . Williams attended Cheyney University and Troy University majoring in Accounting and Public 
i .dministration. He also holds a professional certification in financial management. 
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Mr. Latham. Dr. Bostic. 

Mr. Bostic. Chairman Latham, Ranking Member Olver, and 
members of the subcommittee, thank you for the opportunity to 
talk to you today about the Transformation Initiative and the De- 
partment’s fiscal year 2012 budget request. 

I am here today to speak more directly on two of the three pillars 
of the Transformation Initiative: Technical Assistance and Re- 
search and Demonstrations. Technical Assistance strengthens the 
nuts and bolts of program operations, training, staff development 
and capacity building for HUD’s program partners. TA is a force 
multiplier that makes program dollars go further through effective 
implementation, something even more critical in the current cli- 
mate with governments at all levels facing serious budget pres- 
sures. Transformation Initiative TA represents a new approach to 
doing business built on the principles of accountability and in- 
creased efficiency through streamlined processes. 

Regarding accountability, a 2002 report on HUD TA had one 
overriding conclusion: HUD needs to enhance accountability by in- 
troducing performance measurement into its technical assistance 
contracts to ensure that they are working. And we are doing just 
that. Indeed, performance measures are being built into all TA con- 
tracts issued through TI, such as the OneCPD and Troubled PHA 
initiatives. 

Besides adding accountability, a major improvement only pos- 
sible under TI is the streamlining and aligning of technical assist- 
ance across the Department and with other Agency partners that 
work in local communities. 

Previously, HUD TA was provided haphazardly through either 
individual program accounts and annual appropriations or through 
separate statutorily authorized provisions in selected programs. 
Moving these funds into the combined TI account allows the De- 
partment, with congressional input, to align limited TA funds with 
key priorities. 

Through the TI, HUD is able to address documented areas for 
improvement, many of which have been identified by the HUD IG 
and the GAO. For example, we are using Technical Assistance to 
support independent assessment teams that will deal directly with 
the problems of troubled housing authorities cited by the IG and 
others. 

The budget request also includes an important TA effort that 
seeks to address the specific needs of economically distressed 
places, the National Resource Bank which you referred to earlier. 
This resource will create a nationwide capacity to provide cities tai- 
lored technical expertise and support through a one-stop shop. 

As Technical Assistance multiplies the effects and efficiency of 
our programs. Research and Demonstrations tell us which policies 
and tools provide the most impact for the lowest cost. Through pre- 
vious research, my office has been effective in uncovering savings 
to taxpayers. 

A recent report by a committee of the National Academy of 
Sciences chaired by John Weicher, who is both my predecessor at 
PD&R and FHA Commissioner under two President Bushes, high- 
lights a PD&R-executed quality control study undertaken in the 
early 1990s. This study led to changes in the process to set rents 
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for tenants in HUD’s assisted housing programs that now save an 
estimated $1.4 billion each year, or almost 3 percent of HUD’s 
budget. This is but one of many such PD&R successes in this re- 
gard. 

Rigorous evaluations and demonstrations also lead the programs 
that deliver results. As a lifetime researcher, I will certainly admit 
that it is often not easy or cheap to conduct the rigorous studies 
that can tell us the answers we need. For example, demonstrations 
generally require funding over several years. But the benefits to 
the taxpayer from making our investments count extend beyond 
the direct efficiencies and outright cost savings they produce. In- 
deed, they help inform and shape the ensuing generations of policy. 

Since the 1990s, HUD has conducted several key demonstrations 
providing critical information on real program impacts. For exam- 
ple, the Effects of Housing Vouchers on Families Demonstration 
produced results that have been crucial for aligning our programs 
to meet our goal to eliminate homelessness within the decade. This 
is precisely why the Transformation Initiative is important: to 
align our research investments with strategic directions and an- 
swer larger questions that may take several years of investment. 

Through TI, we have begun to put in place a structure for more 
consistently satisfying these objectives. We currently have projects 
underway that will study issues such as family self-sufficiency, 
housing counseling, and a rental program administration, with the 
goal of highlighting ways in which policy can be more effective at 
improving the quality of life for all Americans. For 2012, we expect 
to continue to pursue projects that address fundamental questions 
such as these. 

Thank you. Chairman Latham, Ranking Member Olver, members 
of the subcommittee, for your time this morning, and I look forward 
to having a conversation and addressing any of your questions. 

[The information follows:] 
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Raphael Bostic Testimony: Technical Assistance. Research, and Demonstrations 

Chairman Latham, Ranking Member Olver, and Members of the Subcommittee, thank you for 
the opportunity to taik to you today about the Transformation Initiative and the Department’s FY 
2012 Budget Request. 

I am here today to speak more directly on two of the three pillars of the Transformation 
Initiative: Technical Assistance and Research and Demonstrations. I would like to begin with 
Technical Assistance. 

Technical Assistance ensures efficient implementation of our programs by our local partners 
and grantees. In the current economic climate, with local and state governments under serious 
budget pressures, making each program dollar go further is even more critical. Our technical 
assistance efforts are designed to help communities struggling to balance budgets do more with 
our resources and theirs. As has Estelle Richman stated in her testimony, the Transformation 
Initiative is a new approach to doing business at HUD, and that includes our approach to TA, 
which is built on the principles of accountability and streamlines processes to make all programs 
more efficient. 

What do HUD’s technical assistance programs do? They help with the nuts and bolts of 
program operations - training, staff development, and capacity building for state and local 
governments, public housing authorities, and local housing and economic development oriented 
organizations. We know that a “one-size-fits-all” approach across the country does not work. 

TA helps communities of all types and sizes effectively access and utilize federal resources to 
provide affordable housing and undertake economic development and job creation activities. 
Having informed and supported local partners helps fewer program dollars go farther and 
increases program effectiveness. 

From the Federal perspective, TA can be seen as a “force multiplier” - making program dollars 
go further through effective implementation. From a local perspective, TA builds grantee 
capacity that enables local governments and organizations to make their own program decisions 
to meet local needs. HUD can provide some of the information necessary, but good technical 
assistance also lets communities learn from each other, providing local governments and other 
organizations new tools and approaches to help them do their Jobs, and help our programs 
succeed. 

A 2002 GAO report on HUD TA had one over-riding conclusion and recommendation - HUD 
needs to introduce performance measurement into its technical assistance contracts to ensure that 
they are working. The report stated, “we are recommending that HUD, where possible, measure 
the impact of the technical assistance and develop consistent guidance for program offices to 
follow,” and that HUD should “determine the practicability of measuring the impact of these 
services and, where appropriate, establish objective, quantifiable, and measurable performance 
goals.”' 


' HUD MANAGEMENT : Impact Measurement Needed for Technical Assistance (GAO-03-12) 
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We have taken this advice to heart, and stress f«rfonnance measurement throughout the 
Transformation Initiative approach to technical assistance. Perhaps the best example of this is 
the OneCPD TA initiative. Performance measures are being built into all TA contracts issued 
by CPD: all work must be carried out under ‘model’ Memoranda of Agreement assigning 
specific responsibilities for the overall engagement to the parties - HUD, the TA provider(s) and 
the grantee - and identifying the expectations of each. For example, if a TA engagement 
includes the restructuring of the grantee delivery system for its housing construction program, 
regardless of the funding source (i.e., HOME, CDBG, Tax Credits etc.), one outcome could be a 
specified increase in the annual unit production numbers by that grantee. As another example, 
on our technical assistance initiative for Troubled Public Housing Authorities, HUD is also 
including an emphasis on performance measures for the first time. The ultimate outcome is 
simple - financial stability of the PHA and its housing. Along the way, though, we must closely 
monitor whether progress is achieved. By monitoring the success and speed of assistance as 
teams help PHLAs through each stage of the recovery, we can document the performance of the 
TA. 

Besides adding accountability, a major improvement only possible under Tl is the streamlining 
and aligning of technical assistance across the Department and with other agency partners that 
work in local communities. Previously, HUD TA was provided haphazardly through either 
individual program accounts in annual appropriations acts, or in a few cases through separate 
statutorily authorized provisions in selected programs. Some programs did not receive any 
technical assistance, including for a number of years the CDBG program, HUD’s largest block 
grant program. Moving these funds into the combined Tl Account allows the Department - with 
Congressional input - to align limited TA funds with key priorities. It also allows synergies 
impossible in a siloed approach - for instance through OneCPD, TA can be combined to assist 
both HOME and CDBG users during the same visit. This reduces costs for HUD and for local 
grantees. If a grantee has problems with financial management for HOME, they will also have 
trouble with financial management for CDBG. OneCPD TA will assess any capacity gaps and 
address them according to the needs of the grantee, rather than by program. 

The National Resource Bank described in the President’s FY 2012 budget also exemplifies this 
strategic approach. Working with other agency partners, it will align technical expertise 
available to local governments across the nation on a wide-range of needs that affect their 
economic health and futures. It will provide targeted and timely assistance on demand, 
especially to economically distressed cities - large and small - that are committed to making 
tough decisions about their economic development strategies. The National Resource Bank will 
make Federal resources go further by effectively leveraging and aligning private sector and 
philanthropic investments in technical assistance to these cities. It will organize expertise across 
a wide range of issues affecting economic stability and job growth and offer an opportunity to 
help knit the various other public and private programs and resources together in a more 
comprehensive and strategic way. 
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Through the Transformation Initiative approach to TA, HUD is able to address documented 
needs for improvement. As the Committee is no doubt well aware, the HUD OIG and the GAO 
are very effective in identifying where HUD’s technical assistance can be best used. Our 
technical assistance projects can reach across programs to make the improvements they suggest. 

OneCPD addresses recommendations both organizations have made. The most recent Semi- 
Annual Report from the HUD OIG^, issued just last week, showed a large number of problems in 
various HUD programs, including in the block grant programs. The IG, summarizing the results 
of six months of audit activity, identified $125 million in costs that were either “questioned” 

($53 million) or that could have been “put to better use” ($72 million), primarily under the 
HOME and CDBG programs. 


The nature of the block grants themselves shows the need for targeted TA. They are flexible and 
provide for broad local discretion and decision-making. The large block grant programs provide 
assistance to over 1,200 formula grant recipients including States, large cities and relatively 
smaller towns and municipalities with varying levels of capacity. Without proactive steps to 
prevent waste, fraud, and abuse through technical assistance, HUD relies on efforts that police 
the programs on the back end through audits - an unwieldy process at best. TA can improve 
program operations on the front end to enhance planning and program compliance. 

An October 2002 GAO report^ on HUD Management issues noted that HUD operated 20 
different technical assistance programs at the time. The report made a series of 
recommendations for ways that HUD could improve its TA contract system. The OneCPD 
approach directly addresses these recommendations by consolidating the award process for TA 
contracting and providing for performance measurement of TA providers so that HUD can assess 
the effectiveness of the use of these funds. 

Bringing Troubled PHAs into recovery is a major focus for HUD. There are some 175 housing 
authorities that are designated as troubled out of over 3, 1 00. The HUD IQ Semi-Annual Report 
outlines numerous audits of PHAs, uncovering issues ranging from difficulty with program 
compliance to outright fraud and criminal activity. This is an issue we take extremely seriously. 
Earlier this month, the board of the Philadelphia Housing Authority announced, at the urging of 
HUD, that they were resigning over issues related to malfeasance by the Executive Director. We 
cannot let PHAs get into disruptive and costly situations like this. 

In the case of public housing, technical assistance is not just used to assist well-intentioned 
grantees to improve their capacity. HUD is using its TI technical assistance funds to deal 
directly with the problems at these PHAs which either have severe management problems, 
physical problems with the housing stock, or both. The funds are used for Independent 
Assessment Teams, which act like S.W.A.T. teams to assess financial and physical issues and 
provide an action plan for addressing the problems. By documenting specific issues, the 
Independent Assessments are often a necessary first step to taking stronger actions, from 
replacing management to HUD takeover via receivership. 


^ Semiannual Report to Congress: April 1, 2010, through September 30, 2010 
’ Impact Measurement Needed for Technical Assistance, (GAO-03-12) 
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A large number of TA contract procurements are currently being finalized in HUD internal 
clearance and are expected to be issued for public bid shortly. The Troubled PHA assessment 
contracts are also using a performance based approach as recommended by GAO. 

Beyond troubled PHAs, PIH is currently engaged in an effort to develop a Physical Needs 
Assessment (PNA) tool. When the development of the PNA tool is complete, all PHAs will be 
required to complete a PNA in accordance with the new standards. The implementation of PNA 
will primarily involve the provision of guidance and technical assistance to instruct PHAs on 
how to complete the new PNA tool, along with quality assurance procedures. 

This is going to be a critical tool to help assess the quality of the stock - at the individual project 
level - to help guide decisions on how to deal with the massive backlog of capital needs, which 
the Committee is fully aware of. It will also incorporate cost-effective energy efficient 
improvements that will save the federal government expenditures on utility costs. 

Over the past two years we have been in ongoing conversations with mayors, foundations, 
nonprofits working on the ground in economically distressed places and the Members of 
Congress who represent them. We’ve heard time and again about the capacity strain many of 
them are experiencing, the way HUD’s programs do not work well for them, and of the clear and 
strong desire for a coordinated inter-agency approach to tackling these very complex challenges. 
The National Resource Bank in the President’s FY 2012 budget addresses these needs. The 
NRB would create a nationwide capacity to provide cities tailored technical expertise and 
support through a “one-stop-shop.” The NRB will help lay the foundation for economic 
recovery and transformation in these small, medium and large -sized cities that are in urban, 
suburban and rural areas. 

An issue raised by this Committee recently during Secretary Donovan’s testimony is the 
difficulty HUD grantees face in complying with fair housing assessments. A GAO report from 
last September'* found that a large number of HUD grantees under the CDBG and HOME 
programs did not comply with requirements to undertake a fair housing assessment (called an 
Analysis of Impediments). This report found that of the 441 Analyses they reviewed, 29 percent 
had not been updated within the last five years, and an additional 25 grantees were unable to 
show they had ever complied with the requirement. The Transformation Initiative will allow us 
to provide grantees with tools to make this process easier and assistance in using them locally. 
These are Just a few examples of how the Transformation Initiative approach to TA can address 
specific improvements in our program delivery. An advantage of this approach is that we do not 
decide which project to focus on in a vacuum. Both Appropriations Committees have input into 
selecting priority areas through their approval of the annual Operating Plan, submitted by HUD 
after the enactment of the annual appropriations act. 


As technical assistance multiplies the effects and efficiency of our programs through local 
implementation, research and demonstrations tell us which tools provide the most impact for 


HUD Needs to Enhance Its Requirements and Oversight of Jurisdictions' Fair Housing Plans (GAO-10-905 
September 14, 2010| 
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the lowest cost. The non-partisan Coalition for Evidence-Based Policy notes that “in most areas 
of social policy - such as education, poverty reduction, and crime prevention - government 
programs often are implemented with little regard to evidence, costing billions of dollars yet 
failing to address critical social problems. However, rigorous studies have identified a few 
highly-effective program models and strategies.”^ It is our duty to pursue the most effective 
strategies with the funds we have, and we can only do this with better evidence. 

Through our research, the Office of Policy Development and Research has uncovered savings to 
taxpayers, two of which were highlighted in a recent report by the National Research Council* 
for the size of their impact. The NRC report resulted from a Congressional request, convening a 
committee of leading experts to evaluate the research capacity at HUD. This panel, chaired by 
John Weicher, who was both my predecessor in PD&R under President H.W. Bush and FHA 
Commissioner under President W. Bush, produced a report in 2008 reviewing HUD’s research 
process and history. The largest savings came from a Quality Control study undertaken in the 
early 1990’s to investigate substantial inaccuracies in setting rents for tenants in HUD’s assisted 
housing programs. The process implemented based on this research saves an estimated $1 .4 
billion each year, or almost 3% of HUD’s budget. The National Research Council report also 
identified research PD&R completed in the early 1980’s warning against a coinsurance program 
in the FHA Multifamily program. This warning was not heeded, resulting in an estimated $3.7 
billion loss to the FHA, and ultimately taxpayers, that could have been avoided. 


Rigorous evaluations and demonstrations also lead to programs that deliver results. 
Demonstrations are the only real tool we have to test whether our programs or changes to them 
benefit the public in the way Congress intended. The benefits to the taxpayer from making our 
investments count are far larger than the efficiencies and outright cost savings we can identify. 
We absolutely want to find improvements that save a few billion dollars a year, but it is crucial 
to get the most from the 47 billion dollars the President’s budget proposes to spend on housing 
Americans and improving their communities through HUD’s budget. 

As a lifetime researcher, t will certainly admit rigorous studies with the ability to tell us the 
answers we need are not easy or cheap. Demonstrations generally require funding over several 
years and often allow waiver of program rules when conducted to pilot ideas for existing 
program changes. Since the 1 990s, HUD has done relatively few research demonstrations, 
largely due to budget constraints. Those few demonstrations, however, have been HUD’s most 
important and informative research on real program impacts. 

• Jobs Plus was a demonstration in six distressed public housing sites showed that 
carefully designed rental assistance, combining work incentives, employment 
services, and community supports for work, result in significant increases in 
individual incomes in both the short- and long-term. Lessons from this initiative are 
being applied in the Choice Neighborhoods program. 


* http://coalition4evidence.org/wordpress/ 

* Committee to Evaluate the Research Plan of the Department of Housing and Urban Development, National 
Research Council, "Rebuilding the Research Capacity at HUD," 2008. 



154 


• Moving To Opportunity showed that families moving from high poverty public 
housing to low poverty neighborhoods with a voucher see a dramatic improvement in 
safety, neighborhood quality, and housing, leading to very large improvements in 
health. As important is what we learned the voucher pilot we deployed cannot do. In 
the short-term, moves to low-poverty neighborhoods do not improve employment or 
education outcomes. Without this knowledge, we might spend years expecting 
results rather than attacking the problem another way. 

• Effects of Housing Vouchers on Families showed that relative to not having housing 
assistance, receipt of a voucher dramatically reduces homelessness. It also 
demonstrated that voucher receipt leads to lower wages and employment in the short 
run, though it has no impact on wages and employment over a longer term. This 
information was crucial for aligning our programs to meet the United States 
Interagency Council on Homelessness goals to eliminate homelessness within the 
decade. 


The National Research Council recommended first and foremost in its assessment that “PD&R 
should regularly conduct rigorous evaluations of all HUD’s major programs.”’ Likewise, a 
recent GAO report on research agendas at HUD and other agencies recommends we 
simultaneously consider four general criteria: “strategic priorities, program concerns, critical 
unanswered questions, and the feasibility of conducting a valid study." They go on to advise, “in 
the short run, because agency evaluation resources are limited, ensuring balance in evaluations 
across programs may not be as important as addressing strategic priorities.”* This is precisely 
why the Transformation Initiative is important - segmenting research into PD&R’s Research and 
Technology account and individual programs makes it more difficult to align our research 
investments with strategic directions and answer larger questions that may take several years of 
investment. TI is the way we can gain this fundamental knowledge of HUD’s programs, and 
take large steps forward to make them achieve more for less. Like improving our internal 
efficiency through IT investments and external efficiency of local partners through TA, research 
and demonstrations are the building blocks on which an efficient and effective HUD are built. 

The TI process also brings agency-wide input to these efforts rather than isolating the process of 
program improvement with researchers. The National Research Council concluded “The 
committee concludes that the research agenda-setting process in PD&R is too insular and has too 
much of a short-term focus; consequently, it is unlikely to come to grips with many important 
realms of emerging urban challenges.”’ This was true within HUD, and the disconnect between 
research and program offices kept programs and the program improvement process separate in a 
costly and unproductive way. We are integrating program evaluation horizontally now, breaking 
down these barriers and aligning our efforts so that we all push in the same direction - towards 


^ Ibid. 

’’ Experienced Agencies Follow a Similar Model for Prioritizing Research (GAO 11-176). 

’ Committee to Evaluate the Research Plan of the Department of Housing and Urban Development, National 
Research Council, "Rebuilding the Research Capacity at HUD," 2008. 
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better programs that help a nation struggling with a housing crisis without waste we cannot 
afford. 

While HUD transforms itself this way, it also has to stay in touch with those outside. We 
implemented a new process last year to gather research suggestions from the public, researchers, 
and our counterparts in other agencies and non-profit organizations through a simple submission 
to our website. This forum received more than 600 submissions. Through the Transformation 
Initiative, this Committee and its counterpart in the Senate provide timely and important 
direction on the larger research questions we address through its approval of our annual 
Operating Plan. This Congressional feedback process takes time, but it is time well spent as we 
settle on the fundamental questions HUD needs to ask to move forward. 

Projects we have undertaken in FY 201 0 and those we would consider continuing address these 
fundamental questions: 

• The Housing Choice Voucher Administrative Fee Study addresses the cost of 
basic operations for a program funding over 2 million households across 
America. 

• Our evaluation of the Family Self Sufficiency program in public housing 
pushes towards policy solutions that make our assistance as brief and 
temporary as it can be for Americans who simply need to get back on their 
feet. 

• As we emerge from the greatest housing crisis this country has known, our 
evaluation of HUD Housing Counseling is crucial. When the crisis began, we 
had little solid proof of the best help we can provide to struggling 
homeowners. HUD-approved housing counselors were the front line in this 
crisis, and we owe it to them and homeowners to figure out the best tools for 
informing and assisting the largest purchase most Americans will ever make. 

• A Seniors and Services Demonstration we are exploring with HHS builds on 
a GAO report from July recommending the two agencies, “further explore 
opportunities to more formally link housing and supportive services.” The 
GAO report focuses on the improvements better coordination might have for 
combating homelessness in rural areas, but we also want to look forward to 
the general needs our nation faces with an aging population. 

• Our evaluation of the Rural Innovation Fund will find the impact of 
innovative solutions grantees are piloting in distressed rural areas, which 
could suggest improvements not only for this grant, but in many of HUD’s 
programs. 


These examples and the other Research and Demonstration projects we can undertake through 
the Transformation Initiative will give us the knowledge we need to give HUD’s programs the 
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greatest impact at the lowest cost to taxpayers. With this knowledge, we can implement cost 
savings in our programs, deliver results that matter, and make the most of the resources we have. 

Combining our best knowledge to improve our program tools with better trained and effective 
local grantees makes our programs do more for less. As Estelle Richman and Jerry Williams 
described before me, we truly believe these efforts will transform HUD. 

Thank you. Chairman Latham, Ranking Member Olver, and members of the Subcommittee, for 
your time this morning, and I am happy to address any questions. 
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Mr. Latham. I thank all three of you for your testimony. The 
whole funding construct of the Transformation Initiative is some- 
what, shall we say, unusual. There are really no other examples in 
the Federal government and other agencies where we allow the 
Secretary to basically skim off appropriated funds to fund activities 
that are already eligible under other accounts. 

Ms. Richman, in your testimony you state that, quote, “The 
Transformation Initiative Fund remains the primary source of 
funding for changing the way HUD does business.” Could you just 
elaborate on what conditions and challenges that really inspired 
HUD to create this account, and maybe some examples of how the 
Transformation Initiative is addressing these issues? 

Ms. Richman. Thank you. Great question. 

Mr. Latham. Thank you. It is written right here. 

Ms. Richman. One of the things I think that the Secretary found 
in coming into HUD is that it really was a very siloed, not adminis- 
tratively well-managed entity. And by using the Transformation 
Initiative and transformation funding, we have become about bust- 
ing bureaucracy, breaking down those silos under which HUD has 
historically operated. 

But we have tried to be both thoughtful and deliberate in build- 
ing the framework for how we both manage the TI Fund, under- 
standing both the creativity and the flexibility and the originality 
of having this opportunity, but wanted to really look at how those 
silos affected our day-to-day business, how important it was to 
work together in a coordinated way. 

This has led to several ways of looking at our business. One of 
the first, and I think you have both mentioned it, is the status of 
all of our IT operations. As we began to look at them, we realized 
that we needed to fundamentally change how we did project man- 
agement, that we had to look at project management as a new area 
for HUD, put some training in, began to look at the details of it. 
We also have moved to weekly IT stat meetings, which means we 
are tracking and meeting with each of the offices that looks at 
those six areas in IT every single week to track their progress, to 
make sure we know whether they are on track or not; that we put 
in activities to correct them if they are, and hold them accountable 
for that. 

We have done the same thing both in procurement and finance, 
to make sure we know where tracking is, accountability, trans- 
parency. We have begun to apply the same activity to our NOFA 
process. As I am sure you and your staff know, our NOFA process 
has been considered fairly broken. And we are speeding it up. We 
have put some very tight timelines around it. We have eliminated 
those things that began to take it long. 

In addition to our cross-silo coordination, we have implemented 
comprehensive planning projects that create a focus on impact and 
outcomes rather than just compliance. It is not okay any longer 
just to say we are complying with the rules. It has to be done in 
a way that produces an accountability in a timely way. Folks just 
cannot take their time to make sure they are touching the bases. 
It has to be accounted for in a way that tells us it is moving. 

Therefore, we have developed fairly robust performance metrics 
that actually measure the impact of each assessment in just about 



159 


everything we do. This will help us on the transformation. It was 
important to us to take the time to get this one right. HUD has 
been considered broken for quite a while. And we wanted to make 
sure that the things we were fixing now were not just fixed tempo- 
rarily, but are fixed on an ongoing basis that will far outlast this 
administration. 

Mr. Latham. I think the big question is there already are ac- 
counts at HUD for all the activities and projects that you want to 
do. Why wouldn’t we just appropriate into those funds like Infor- 
mation Technology and the Working Capital Fund and the Re- 
search Demonstration Projects? We currently have those accounts. 
What stops you from innovating without having this Trans- 
formation Initiative? 

Ms. Richman. Let me refer that one over to our IT expert. 

Mr. Williams. I think part of the challenge that we faced, par- 
ticularly as it relates to information technology, is that the dollars 
were siloed. So even withstanding the Working Capital Fund, the 
dollars are siloed. So one example of what we have seen happen 
there is voucher management, where we found that three organiza- 
tions were investing in voucher management capability. And we 
found that there was an opportunity that in fact 90 percent of the 
functionality or thereabouts was common amongst them all. 

So rather than build three voucher management systems, we 
thought it was better to build one voucher management system and 
deal with the differences, right? TI has allowed us to do that. 

We have also gone back and we have created greater rigor 
around the way, as Estelle mentioned a moment ago, around the 
way that we manage these projects. She mentioned that we meet 
every week on each of these with a fairly diverse team. We are 
meeting with the procurement folks and folks from the business 
units, setting them down in a room every single week and talking 
about the desired set of functionality and how we meet that. 

Another major change is that rather than trying to do what I 
have referred to as the big bang theory, we have broken these ef- 
forts down into 6-month increments. We are looking for 
functionality today, not tomorrow. We are not banking on every- 
thing tomorrow. So what we are saying is you ought to have 
functionality available today that can be used today to begin to 
achieve some efficiencies and economies in the way that we do 
business. 

I hope that addresses your question. 

Mr. Latham. Thank you very much. Mr. Olver. 

Mr. Olver. Thank you, Mr. Chairman. Let me make certain that 
I understand. I think from this discussion and the testimony, the 
requests for the fiscal 2012 budget, which is what we are talking 
about, is $120 million, which is considerably less than the requests 
in previous years. But my understanding is that is needed to con- 
tinue the IT portion. I am getting into the TI-IT, TI-TA and TI- 
RD sort of sideways, I guess. And I do not know how much of that 
is being moved to the Working Capital Fund I think maybe because 
that is viewed as something that has to be a sequential thing over 
a period of time, as Ms. Richman and you have said, that is in- 
tended to be done over 2011, 2012, and maybe even 2013. Whereas, 
the other parts here, TA and R&D, are very much focused on indi- 
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vidual things that can be achieved within a fiscal year or some- 
thing like that. So that the $120 million is to be used for TA and 
R&D; is that correct? 

Ms. Richman. That is correct. 

Mr. Olver. That is correct. Okay. Then let me follow up on the 
chairman’s question — I like to follow the leadership of the chair- 
man here. 

On your project management skills, the GAO has identified that 
project management skills are underdeveloped at HUD. And so I 
am curious. What are you doing to develop the project management 
capacity, to develop the human resources within HUD, to bring in 
resources from outside HUD, and to provide incentives for employ- 
ees to get these skills? Whoever it is that wishes to answer that 
for the project management skills. 

Mr. Williams. Okay. I will take a shot at that one as well. Rath- 
er than to look at project management simply from an IT perspec- 
tive, we have chosen to look at it HUD-wide. Because we realize 
that a deficiency exists HUD-wide. Oftentimes, the leaders of indi- 
vidual initiatives, IT projects, are from the functional or the busi- 
ness units themselves. So what we have chosen to do is make sure 
that they understood fundamentally what project management is 
about, right, and that they are certified in project management, 
and that they have a track record for succeeding and delivering 
projects. 

So we are working on a Center of Excellence for Project Manage- 
ment across the entirety of HUD that will focus on things like hav- 
ing a project plan, having a risk register, being able to measure 
risk when there is risk associated with projects. And there almost 
always is risk associated with projects. We are actually creating a 
database that tracks and monitors individuals who have been suc- 
cessful at managing projects so that we can reuse them across the 
enterprise whenever the opportunity presents itself. So fundamen- 
tally we are putting all that stuff together as we speak. 

We began this effort late last year, and we have already seen 
some evidence of the value proposition provided through this effort. 
One example is FHA has gone out over the last few months and 
hired, I believe, six project managers that are certified. And so it 
gives us some degree of confidence that those individuals will in 
fact be able to deliver on those IT projects that we are assigning 
them to. 

Ms. Richman. In addition, we are also doing our own training of 
additional project managers within all of our program offices. And 
while this group is focused on IT, we needed to make sure we had 
program managers across HUD, I think as Jerry mentioned, so we 
can both track, follow, and be on top of all of our projects. This was 
a weakness. We heard the weakness, GAO was able to expound on 
it, and we have taken that as a mandate to be able to change how 
HUD does business, not just a piece of HUD. 

Mr. Olver. Okay. Well, I noticed we are on yellow, so I will ad- 
here with the 5-minute rule. Thank you, Mr. Chairman. 

Mr. Latham. Thank you, Mr. Olver. Mr. LaTourette. 

Mr. LaTourette. Thank you, Mr. Chairman. Welcome. And Mr. 
Chairman, I apologize for being a couple minutes late. I just want- 
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ed to check in to make sure is there anything Mr. Olver said in 
his opening statement I need to correct? 

Mr. Latham. He did very well. 

Mr. LaTourette. All right, good. Welcome. This Transformation 
Initiative, in my mind always seeking to do better is a good thing. 
And I suppose the goals should be two; that is, increasing customer 
service and also being wise with the dollars that are appropriated 
to the Agency. So you get high marks for that. 

I do have some questions. As I understand, that $258 million was 
the level for fiscal year 2010. Ms. Richman, in your testimony on 
page 2, you indicate that you were establishing the framework to 
track and monitor projects, which you have said again, as well as 
hold responsible parties accountable when milestones and overall 
project goals are not achieved. 

I am wondering if understanding that fiscal year 2010 was the 
first year, have you identified responsible parties who have not met 
their milestones and that they are not where they should be on 
their project goals? 

Ms. Richman. Yes. And particularly as we have related on some 
of the early TI-IT goals and on much of our NOFA process, one of 
the reasons that we went to a weekly stat-type meeting is that peo- 
ple were not meeting those goals when we gave them. We were 
meeting monthly. We cut back to every week to make sure we 
could spot where some of those problems were and give them the 
necessary assistance. We have done some of the same things with 
very tight timelines and accountability to change some of the hab- 
its people have had around the NOFA process. So part of this is 
beginning to diagnose the problem, be able to work with people 
closely enough to correct it so things do not sit, and to be able to 
move them to a different track of accountability. 

Mr. LaTourette. But I guess the question is, understanding 
that those are the changes you have made, so are they now all 
meeting their goals and milestones? 

Ms. Richman. Yes. On the TI-IT projects, all seven projects are 
on track. And on the NOFA process, there are folks that are not 
on track, but they are hearing from us almost on a daily basis now. 

Mr. LaTourette. Okay. Mr. Williams, you mentioned that there 
were three departments or entities within HUD that were invest- 
ing in voucher management, and you felt it was better to just have 
one. So did that lead to a consolidation of the IT for voucher man- 
agement? And as a result, did it lead to reductions in force or 
transferring of people? 

Mr. Williams. It did consolidate those efforts into one. I think 
the benefits in terms of people and dollars have not yet been real- 
ized. We will not realize those until we create the capability. But 
certainly we are along that path. 

Mr. LaTourette. But is it your expectation when you create that 
capability that if you had 30 people across the three departments, 
and now you have consolidated that, you do not need 30 people 
anymore; maybe you need 15? 

Mr. Williams. It is still early in the game, too early for me to 
give specific numbers. My expectation is that we will be able to re- 
duce our costs and increase our efficiency across the board. 
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Mr. LaTourette. Ms. Richman, you mentioned that fiscal year 
2010 funds were used to automate processes, particularly in the 
voucher programs. Has this resulted in a reduction in staff as a re- 
sult of these automated efforts? 

Ms. Richman. The voucher project is still underway. Our antici- 
pation, yes, it will reduce. 

Mr. LaTourette. Okay. And are we talking about those annoy- 
ing machines that answer the telephone where you have to push 
8,000 buttons before you get to a live person? Is that what you are 
doing? 

Ms. Richman. I am not sure. I will refer this one to my IT per- 
son. I am not sure that was there, but we will look at it. 

Mr. Williams. Yeah, I am really not sure either. I am not pre- 
pared to talk about that specifically. I can talk more directly about 
the voucher management program and the kinds of things that we 
are seeing there, the promise that we believe exists as it relates to 
those three program areas. But I am not familiar with the phones. 

Mr. LaTourette. I am not saying there is a problem. I just read 
in somebody’s testimony that you are automating processes. And to 
me, automating processes when it comes to some of this stuff is, 
you call and you have to push 1 if you want English, 2 if you want 
Spanish, and then you move past that and you have to describe 
your problem, and the thing can’t hear you, and then you push it 
again. So I would hope that that is not what you are talking about. 

Mr. Williams. No, that is not what we are talking about. In fact, 
what I can share with you is that rather than letting IT lead the 
way completely on business functionality, we are actually working 
with those business units within HUD. They understand their pro- 
grams more uniquely than I do, and we are simply applying IT to 
those in a comprehensive way. 

Mr. LaTourette. Thank you. I thank the chair. 

Mr. Latham. Thank you, Mr. LaTourette. Mr. Diaz-Balart. 

Mr. Diaz-Balart. No questions at this time, Mr. Chairman. 

Mr. Latham. Very good. Thank you. 

Just looking at the budget justifications, I see HUD carried over 
$225 million in Fiscal Year 2011 and plans on carrying over an- 
other $125 million in 2012. Why all the carryover? 

Ms. Richman. The carryover within the TI Fund? 

Mr. Latham. Yes. Right. 

Ms. Richman. As a total? Part of that carryover is the part of 
the delay of the obligating some of those dollars. I can tell you that 
many of those dollars will be obligated within the next 90 days. 
And the rest of it will probably, for fiscal year 2010, will be obli- 
gated well before the end of the fiscal year. So that will reduce that 
amount of carryover. 

With, then, fiscal year 2011, our hope is that as soon as there 
is a budget, we are ready to put out our NOFAs and to be able to 
make those awards probably within a 90- to 180-day format, which 
sounds long, but is fairly short for HUD. My focus now is to try 
to get our obligations on our NOFAs and be able to get grants out 
within 120 days. But that is reducing from a fairly long period of 
time. Again, part of our focus on why the transformation is so crit- 
ical for us is that there are so many — the statutes and regulations 
often prevent us from moving dollars around. And what those TI 
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dollars allow us to do is to move dollars in a way and to centralize 
dollars in a way that we can spend them more efectively. 

Because of the complexity of that activity, we first needed to 
make sure we had our stakeholders, we had our staff all under- 
standing what we were doing and why. So it really did take us a 
little longer to make sure we had everything in the right place at 
the right time. Now that we believe that is true, we can move very, 
very quickly on getting those dollars obligated and reducing that 
carryover. 

Mr. Latham. With the carryover, does that reduce the amount 
you need in Fiscal Year 2011 and 2012 to maintain the current ac- 
tivities? Are these fully funded up front here, your multiyear activi- 
ties? 

Mr. Bostic. There is variation in that across the different 
projects. But I did want to step back and to address the question 
more directly in the sense that you noted at the very outset that 
this was a new enterprise, a new exercise to try to fix an organiza- 
tion that was fundamentally broken in terms of its procurement 
processes, in terms of its NOFA processes, in terms of how we do 
solicitations and work through decision-making in the building. 
That has taken some time. That has been a significant impact on 
how we do our business. And those changes have meant that that 
first year of the process has just gone a bit slower than we had an- 
ticipated. We knew it was going to take some time. We did not 
have an appreciation for exactly how entrenched some of these 
problems were. 

It is our view and our expectation that now that we have gone 
a long way toward establishing the new processes, establishing the 
new protocols, and actually improving our programs significantly, 
that the extent to which we will have carryover moving forward 
year over year will decline considerably. And Chief Operating Offi- 
cer Richman noted that when we are ready to roll, we get the okay 
signed for our fiscal year 2011 plan, we expect to have those things 
out on the street very quickly and get that stuff obligated in a 
much more rapid fashion. 

Mr. Williams. And if you do not mind, I can say the very same. 
In IT, rather than continue to perpetuate the broken processes that 
we had in the past, and those things are well cited by both the 
GAO and the IG, we decided to fix the broken processes before we 
went out. Add to that the fact that there was a 25 percent cap on 
what we could spend the first year. We believe that we have ap- 
proached this in the most prudent and intelligent way possible in 
terms of spending the dollars. We did not want to waste the money. 

Mr. Latham. Okay. I am on yellow here, so I will yield to the 
gentleman from Massachusetts. 

Mr. Olver. You seem to be generating a 4-minute rule here or 
something close to that. 

Mr. Latham. It is either 4 or 8. 

Mr. Olver. I think I can answer and defend — I want to defend 
in part the Department in this instance, both for the initiative in 
the first place, recognizing there were serious problems that have 
been identified and we knew about over a longer period of time, 
really going back a couple of decades I think in a substantial way. 
But in this instance, the 2010 budget passed in December, mid-De- 
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cember of 2009. You do not get much done in the last 2 weeks of 
December, so you start in January. 

The Department presented a plan, which was required under the 
legislation, a plan for how this Transformation Initiative money 
would be used. And that plan came in late in February or early in 
March, to my recollection. But it ended up with staffs then working 
back and forth on that. I hope that the minority staff was involved 
in that. I cannot tell exactly how much. I cannot attest for how 
much that specifically was done. But the plan was not approved 
until early in May, sometime in May. Early in May. Let me give 
us the best position on that. But that leaves you with less than 5 
months of the fiscal year in order to be able to get up and running 
on this and get those items out. So I am not the least bit surprised 
that there is carryover. If there were not carryover, you would be 
wasting our money, it seems to me. 

Now, the carryover is being carried over for IT into the 2011, 
2012, and 2013, and moved to a more regular place within the 
budget, which is what you, Mr. Chairman, have been suggesting 
there are places where this can be done. And they are doing that 
for the IT, which is an ongoing thing. You are always trying to im- 
prove your IT sort of situation. 

So let me leave that one and just ask quickly a different one. 
There is a $50 million amount that is for what is called a National 
Resource Bank. I think of natural resources. But that, I take it, is 
a set-aside within the 120 that is being asked for for this year. 

Can you tell me, can you explain the National Resource Bank? 
I think of banks being places that either lend money, do not lend 
money, drive us into recessions. Exactly what banks do I am not 
quite sure these days. But this is a different kind of a bank. 

Mr. Bostic. It is. As someone who studies finance, I do not al- 
ways like to think of banks as leading into recessions, but I do un- 
derstand the history. When we talk about the National Resource 
Bank, we view this as an important TA initiative, an initiative in 
technical assistance with a particular focus. 

And just to provide some context, we have in our country a great 
productive history. And as economics and as the economy has shift- 
ed, certain parts of our country have been left behind. And they 
have not adapted as well to those changes, and have really entered 
into a period of chronic distress. 

And so our goal in this technical assistance with this National 
Resource Bank is to really target assistance, target capacity-build- 
ing to those communities who have struggled in terms of their eco- 
nomics. These would be places like northeastern Ohio, like the cen- 
tral valley of California, places that have good, hardworking people 
but need economic changes. And what we have heard when we go 
out and we talk to mayors, we talk to community organizations, is 
that one of the biggest barriers to those transformations, to making 
the transition to growth, has been local capacity. 

So what we are trying to do with the National Resource Bank is 
set up a pool of resources, a team of experts that have a wide-rang- 
ing scope of expertise that these communities can reach out to, can 
organize and become connected to in order to help break down the 
barriers internally that have led to these capacity difficulties, and 
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really with the objective of helping these communities spend their 
existing resources better. 

When we go around, when we have looked to a number of cities 
like Detroit, like New Orleans and other places, they have lots of 
resources that have been given to them, but they either have not 
been used or have not been used well. And that we think is one 
opportunity to really improve the efficiency and the effectiveness of 
their programs. 

Mr. Olver. I think, if I may just for 30 seconds, I think that is 
really important. I have looked at the first set of data coming out 
of Ohio, which just came out in the last couple of days. And from 
Toledo, which is the gentlewoman from Toledo, Ms. Kaptur’s terri- 
tory, to Lucas County there, and then Cuyahoga County and Stark 
County, and Warren County, there is a series of counties, Youngs- 
town, and Canton, and Akron, and Cleveland, and Toledo, all their 
counties are losing population, significantly losing population. It is 
taking investment out. And there is clearly need. 

Thank you, Mr. Chairman, for that moment. 

Mr. Latham. You made my whole day. Mr. LaTourette. 

Mr. LaTourette. Thank you. And let me just say before I ask, 
I only have two more questions, but it is refreshing that the former 
chairman, now the ranking member, has acknowledged that the 
reason that they have the cash carryover is because they were so 
late in delivering the budget for fiscal year 2010. I thank you for 
that. 

Let me talk to you about how long is this going to last; how 
many years are you going to transform yourselves? 

Ms. Richman. In all honesty, transformation is something that 
departments should continually look at. We should always be look- 
ing for ways to prevent waste, fraud, and abuse, ways to become 
more effective, ways to become more efficient. So in that sense, I 
think a Transformation Initiative should go on. 

Clearly, the flexibility in our funding and our ability to bring dol- 
lars from the offices and integrate them and continue to do silo- 
busting is critical to the changing of HUD. And I think one of the 
things that we have acknowledged and that you have pointed out 
to us is the need for not only HUD to change, but to find our way 
to make sure that change survives any given administration; that 
that change is ingrained in our culture; and that HUD is no longer 
not only considered not the poster child, but hopefully can become 
the poster child for both better management and better account- 
ability. 

With that said, the dollars that we have requested in the Trans- 
formation Initiative now allow us 3 years to be able to expend 
those dollars and to improve the inner functionings of HUD. I 
think we probably need to expend the dollars we have, and then 
determine where we are in that process and what else needs to be 
done to continue the renewal of HUD and to continue to make sure 
that we never drift back. 

Mr. LaTourette. Right. My only observation on that is if you 
take the 2010 level together with the request for 2012, you are at 
about $378 million. And so the goal would be as you root out waste, 
fraud, and abuse and inefficiencies, that you are correcting more 
than $378 million; or we would be better off just having somebody 
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steal the $300 million and we would be ahead 75. So I assume you 
are optimistic that that is the kind of result that you are going to 
get to over the course of time. Right? 

Ms. Richman. Absolutely. And I would like to also make sure 
that we do not forget that as we are doing this transformation, we 
should be able to save thousands of man-hours. And man-hours ob- 
viously convert to dollars with all of our partners. The grantees, 
local officials, and all of the things that HtJD funds, if we are able 
to have better streamlined systems, if we are more efficient, then 
we make it possible for them to need less of our resources to be 
able to do their job, which makes us all more efficient. So certainly 
we hope the outcome of this is an ability to reengineer and to 
relook at both how we spend dollars and how do we generate addi- 
tional dollars. 

Mr. Williams. I would mention as well that the very thing that 
you are talking about is an example of what you are seeing for TI- 
IT, where we are actually moving to the Working Capital Fund to 
do this. But we are also looking to expand these new management 
practices beyond the Transformation Initiatives to everything with- 
in our portfolio. So the way that we manage IT, generally speaking, 
across all of HUD will change. And that is why you are not seeing 
something in the 2012 budget. 

Mr. LaTourette. Got it. Housing counseling grants are some- 
thing that Mr. Olver has correctly indicated that we have some 
tough economic times in Ohio, northeastern Ohio, northwestern 
Ohio. The notice of funding for fiscal year 2010 was not posted 
until November of 2010, which of course is already into fiscal year 
2011. I am wondering if this Transformation Initiative that you are 
working through has examined these delays, and do you plan to 
use funds for these types of problems in the future? 

Ms. Richman. You are speaking directly to some of the chal- 
lenges we have had in getting our NOFAs out on time, and not 
only getting the NOFA out but following with getting the dollars 
obligated. Yes. My hope is that we will have our NOFA process up 
to date and working effectively within this fiscal year so that you 
will not see the long delays. 

It has taken us on an average of probably about 18 months to 
go from the appropriation to be able to have obligated dollars. My 
goal is to have that down to somewhere between 120, around 120 
days, 180 days. We have people on the calendar now. We are track- 
ing them back. We are being transparent in making sure all the 
involved folks — so this would include the counseling NOFA and 
anything else that is coming through. 

Mr. LaTourette. If I could beg the chair’s indulgence just for 
one more question. I guess this is one of the things that baffles. 
Why does it take 18 months from the time that you have an appro- 
priation to when you can put a notice out that funds are going to 
be available? That is a long time. 

Mr. Bostic. We all agree. 

Mr. LaTourette. So where is it? 

Mr. Bostic. What I would say is the Transformation Initiative 
actually is an opportunity for us to change that. As one example, 
in the TA account, our section 4 NOFA, we changed that process. 
A year ago it took 134 days from appropriations to award. This 
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round we got it down to 33 days. We actually believe that this 
Transformation Initiative is changing the way we do business in 
fundamental ways so that we do not ever have to have this con- 
versation about how broken things are. We want them to be fixed. 
And it is our goal to take these experiences, to take this stream- 
lining, and really get us to a place where both our staff and our 
partners out in the field who are delivering services spend as little 
time as possible just doing the paperwork, and can spend their 
time actually delivering services and changing what is happening 
on the ground. 

Mr. LaTourette. Well, I thank you. And maybe you need a 
NOFA czar. Maybe that would take care of it. 

Ms. Richman. I think that is me. 

Mr. LaTourette. That is you. All right. Excellent. Thank you 
very much. 

Mr. Latham. Mr. Diaz-Balart. 

Mr. Diaz-Balart. Thank you, Mr. Chairman. Very briefly. In 
just listening to this conversation, one of the things that I guess 
people are always frustrated about is when you hear about the pri- 
vate sector when there is an investment, for example, in tech- 
nology, it usually culminates in a reduction of personnel. And the 
criticism is that when governments — Federal, State, local — they in- 
vest in technology, it doesn’t do that. It is the cost of the technology 
plus no reduction necessarily in personnel. 

You mentioned, though, how you are hoping you can reduce man 
hours when you go through this process. 

The question is this: Is the goal then to reduce those man hours 
and then have a subsequent reduction in the men and the women 
that those man hours are not going to be doing, number one? And 
number two is, do you have specific goals of specific savings of 
time? We just talked about 18 months between the appropriation 
and the time the money is released. Do you have specific goals that 
are already established that you want to reduce that time to, what 
is it, a month? 2 months? A specific time and individuals that you 
are hoping you will be able to reduce by, or is this just kind of 
going through this and eventually going to come up with those 
numbers? Do you have specific goals? 

Ms. Richman. Let me clarify. One piece is that the saving of 
thousands of man hours, to a large degree, is among our partners. 
In that particular statement, I was referring to the stakeholders, 
to the local officials, and to people who have to respond to us that 
when we can have a more efficient IT system, we have a more effi- 
cient system, they, then, can come into our system in a streamlined 
way. So it saves a lot of man hours on their end. 

But let me go back to your exact question. Yes, we are — I am try- 
ing to look at this in a holistic way, so not only look at the NOFA 
process and what it is taking in time to get it done, but at the same 
time, looking at the number of staff it is taking, where we can 
make shortcuts, how we can become accountable and set out those 
timelines and how many staff are needed. 

That is part of the broader process in looking at how to trans- 
form how HUD does business. 

I wish I could give you right now all of the things to put in a 
package, but certainly are willing to get back to you where we are 
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on that at any given point in time, and how do we plan to go to 
the future. 

Mr. Diaz-Balart. Great. Again, like anything else, you need elic- 
it goals, specific goals, and then you have to figure out if you met 
those goals, and if you do meet those goals, what does that mean? 
So that would be interesting to see what those specific goals are. 

Thank you, Mr. Chairman. 

Mr. Latham. Did you have a comment? 

Why don’t I go ahead. The National Resource Bank. Of the $50 
million to create the National Resource Bank, how much is for the 
HUD operations, and how much is for the contractor that is going 
to operate the bank? 

Mr. Bostic. That is not entirely settled. I mean, we want to have 
a conversation but almost none of that would be for HUD staff. 
This would be resources that would be allocated and to be devoted 
very heavily towards the delivery of the services, the staffing-up of 
the organization that would then be the liaison between commu- 
nities and their experts, and to actually help fund the experts so 
that as they go out, they are able to deliver services. 

One of the things that is really important is that the technical 
assistance not bankrupt the folks that they are assisting. So we 
need to make sure that there are resources that are available to 
help support these experts that when they go out, they are able to 
do it in a way that doesn’t burden these communities that we have 
identified already as having capacity constraints. 

Mr. Latham. So who are the contractors? 

Mr. Bostic. So I will answer this two ways: 

The first thing we are planning to do is — we are not planning to 
administer this inside HUD. We want to contract with someone 
who has a track record of having clear connections and liaisons 
with communities, with a lot of different communities. There are 
a series of non-profits that have done that. We would contract with 
them to deliver the services. 

They, then, would enter into arrangements with a series of ex- 
perts and communities all across this country as they seek to do 
economic development, as they seek to build affordable housing and 
do other types of activities. They know that there are people out 
there who have done this, either in prior stints in the government, 
in local non-profits, local consulting agencies. They would then be — 
agree to enter into this roster from which communities of distress 
would draw. 

So there are really two levels of contractors. There is sort of the 
operational logistics that would be necessary to execute this, and 
then you would have this team of local experts who understand 
local context who then can talk to communities, who can go into 
communities and really help them work through their challenges. 

Mr. Latham. Okay. Interesting. 

It just seems like you are losing control as you go out here. And 
can’t they talk to you now? 

Mr. Bostic. They can. 

Mr. Latham. Why do we have to spend $50 million to have peo- 
ple go talk to HUD? 

Mr. Bostic. I would say it differently. 
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So the question is not can they talk to us, it is do we have spe- 
cialized expertise that is targeted on the problems and the chal- 
lenges of these lower-capacity communities that are freely available 
to spend a significant amount of time engaging with these commu- 
nities. 

As you know, internal to HUD, we don’t have a lot of staff who 
can do this as basically a full-time exercise. They are pulled and 
they have to provide services for a full range of programs to their 
entire region. We believe that it is very important that we provide 
some really deep dive assistance to these lower capacity commu- 
nities that have these chronic challenges, and this is really a way 
to do it. 

What we have done is we have done some calculations to identify 
the list of these places, and there are about 250 that we believe 
reach a very high level of chronic distress when you look at terms 
of population loss, when you look in terms of vacancy rates, when 
you look in terms of unemployment, the level of foreclosures. This 
is a major pool, a major set of 

Mr. Latham. Is this only HUD, or is it multi-agency initiative 
from the White House that would have like Labor, Commerce, Jus- 
tice, Transportation resources together with it? 

Mr. Bostic. This is interagency. The National Resource Bank is 
a piece of this broader engagement. As we know 

Mr. Latham. There is no request in the DOT budget for anything 
having to do with this. So are you paying for all of this but it is 
coming from everywhere else? 

Mr. Bostic. We are paying for the technical assistance piece 
through this, but there will be — there is commitment on the part 
of these other agencies to have their staff be engaged and provide 
assistance as necessary and as requested. 

So on one level, we are paying for it through our technical assist- 
ance, but on another level, this is a broader governmental engage- 
ment. And it needs to be to the extent that for many of these cities, 
the solutions are not necessarily going to be HUD solutions. They 
could need to be transportation solutions or job-training issues, or 
other sorts of infrastructure investment. 

And so what we have tried to do is get commitments on the part 
of the other partners across the administration that they, as they 
get approached in these areas, will offer assistance as they can. 

Mr. Latham. Okay. Again, there is no request anywhere at DOT 
for any funds for the initiative like this? 

Mr. Olver. 

Mr. Olver. I think I understand that there is a problem here. 
I am sort of curious whether over a period of time in one of the 
primary affordable housing topics, which was the old HOPE VI pro- 
gram. 

Mr. Bostic, you have mentioned Detroit. Detroit had several 
HOPE VI projects. I don’t think any of them ever got completed. 
It took a very long time, and it may be that whatever there were — 
and there were ones that went back years and years and weren’t 
moving the last time I looked at it, so which is several years ago 
now, carefully. 

So there is a very great need in places like Detroit and Toledo 
and Youngstown or something along these lines. 
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I hope you are not forgetting about another group of places. I fol- 
low other census figures in places like South Dakota and Iowa and 
Nebraska and Kansas; those are a group of States where more 
than two-thirds of all the counties are now losing population in all 
four of those, and almost two-thirds of the counties in Illinois are 
losing population. So that, again, is a place where there is need for 
technical assistance which could come from what you call the re- 
source bank. 

I have trouble thinking of the resource bank not as moneys avail- 
able for something rather than a technical assistance operation. 
And the resource bank must be trying to leverage technical assist- 
ance moneys. 

But enough for that. Let me go on to another point. 

On the research issue. In the 2010 budget, there was a mandate 
that HUD was to conduct a study on Native American housing 
needs and Moving to Work demonstration study. And while it 
wasn’t mandated, HUD was also doing a housing choice, starting 
a housing choice voucher administration kind of a program. 

Mr. Bostic, can you give us a bit of an update on the status of 
those items? 

Mr. Bostic. Sure. The MTW report, I believe, has been sub- 
mitted to Congress, but I will check on that. There is some 

Mr. Olver. Moving to Work that is? 

Mr. Bostic. Yes, I think that has been submitted, but I will 
verify that. 

In terms of the Native American Needs, that is under contract, 
the housing needs contract, it is under contract. We have started 
to have a series of listening sessions with the tribes. There have 
been seven. The last one I think is next week in Anchorage, Alas- 
ka, and we are in the process of developing the survey instrument 
and enlisting the tribes’ support because as you know, we get much 
more effective response when the tribes are active participants, 
when people from the tribes actually deliver the surveys. And so 
we want to make sure that we do that most effectively. 

The listening sessions have also been quite interesting. I at- 
tended one at the Seminole Nation in Hollywood, Florida, just to 
note that the tribes are very interested in this. They understand 
there are significant housing challenges and really do want to be 
partners with us as we develop the surveys. So I am optimistic that 
we will have a very effective session. 

Mr. Olver. So you are still developing the survey in essence and 
that has not yet been put on the field? 

Mr. Bostic. Correct. 

Mr. Olver. So there will be a report, what, will it be a year? 

Mr. Bostic. I am hoping 12 months. 

Mr. Olver. Done in 12 months. 

Mr. Bostic. I am hoping. 

Mr. Olver. That is part of the carryover. 

Mr. Bostic. Yes. Well, no. No, it is not part of the carryover. 
Since it has been awarded — well, I guess technically it is part of 
the carryover, but that money has been awarded. So it showed up 
as a carryover for 2010, but it will not be a carryover moving for- 
ward. 



171 


So then we have the third which is the administrative cost 
project. That project is also under contract. We are starting to go 
through the process of enlisting feedback from varied interests. So 
we have established an expert panel of some of the interest groups 
like the large public housing agencies, home housing authorities, 
and the like to get information. 

And there has been a fair amount of, we will call it “robust” con- 
versation, about how we should draw our sample and do other 
things that has caused us to be a more lengthy conversation than 
we wish. 

But in order for this project to be effective, we have got to have 
buy-in of the housing authorities. And so we are going to do that. 
It will get done, and I am hopeful that we will have results for this 
in a couple of years. 

Mr. Latham. Thank you, Mr. Olver. Mr. Dent. 

Mr. Dent. Thanks, Mr. Chairman. Good to see you again. Just 
a few things. 

I am glad to see that HUD is trying to streamline. We must find 
ways to do more with less. 

How engaged are State and local users in providing guidance to 
HUD in terms of what they need such as flexibility, technical as- 
sistance, et cetera. 

Mr. Bostic. They are very involved. You know, we have, in 
crafting all of our technical assistance and our research and dem- 
onstrations for that matter, gone and heavily engaged local commu- 
nities to find out what they need, to find out where they find dif- 
ficulties in terms of working with us in getting the services and 
getting things and programs put in place. And also, the areas 
where they feel like they need more assistance in terms of their 
technical assistance. 

I would also say that your observation about the importance of 
State and local input has driven and guided a fair amount of our 
design of our technical assistance programs in particular. So if you 
think about our transformation in the community planning and de- 
velopment what we have done in our One CPD program is take ba- 
sically technical assistance that might be associated with 13 dif- 
ferent programs, and try to consolidate them into a single program, 
which we are calling One CPD. 

The idea, then, is that communities, local and State folks have 
one point of contact. They call one person who will offer the tech- 
nical assistance menu, and then we will figure out — we will work 
with our local partners to figure out which of the programs they 
actually need assistance with and it gets us to a much more flexi- 
ble type of approach that can really address the local context asso- 
ciated with the challenges the communities face. 

Mr. Dent. Thank you. I have no further questions. Sorry, I didn’t 
get here sooner. I had two other competing hearings this morning. 

Mr. Latham. Thank you. Ms. Kaptur. 

Ms. Kaptur. Thank you very much, and I will stay within the 
5 minutes. I am prepared today. 

First of all, thank you for your life service. I am very impressed 
with your resumes and where you have lived and worked in Amer- 
ica. 
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And in order to stay within 5 minutes, I have three specific asks. 
And to me, even though HUD is kind of many times hidden as a 
cabinet level agency, this should be one of the most exciting times 
to be at HUD in American history because America really needs 
you. So thank you for your service. 

My questions are, and kind of following on with what Mr. Olver 
said, in the communities that are truly struggling to turn this cor- 
ner — and today on NPR there was a big story about Youngstown, 
Ohio, and their difficulties with adjustment and so forth. I don’t 
represent Youngstown. I am north and west of that. Could you, at 
HUD — some of you are information officers, some of you are in 
charge of the entire operations — to do some teleconferences, your 
travel budgets are short. But to find the 10 Members of Congress — 
I know I am one of them — that represent the 10 lowest income 
communities in America and to share experience through that tele- 
conference where we have certain people around the table, people 
from our city government, people from our local housing authority, 
people who are working in the neighborhoods, and maybe share 
best practice examples from elsewhere. 

Because one of the things I see that we need is we need vision. 
And people are so beleaguered they don’t have time to apply for 
Federal programs. Some of the places that need it the most don’t 
have time to ask. If they try — I had one group that tried for Prom- 
ised Neighborhoods over at — I guess that is at the Department of 
Education. They didn’t get it. And I said. Well, why didn’t you get 
it. We don’t have time to ask. It would be very nice if HUD — I was 
thinking of using your new towns and model cities authorities if 
those still exist and we could access them, where you could convene 
maybe some of the other Federal agencies and we have kind of a 
collaboration. 

So communities like Toledo, Detroit, Youngstown, Cleveland 
would be on the list — there would be others from around the coun- 
try — but they are truly trying to transform themselves. And we 
could work out an agenda with you. But HUD can be the convener, 
and it could be kind of exciting for people because they could break 
out of their boxes and see that oh, this is what that program is. 
And it would kind of be like a Webinar, kind of a seminar for peo- 
ple working at the local level. 

So number one, do you have that convening authority. 

Number two, I notice one of you, Mr. Williams, worked at CIO 
for U.S. Department of Agriculture. Another Webinar I would like 
is urban agriculture. What is going on in the community I rep- 
resent is so exciting. The problem is USDA simply doesn’t under- 
stand urban America. I feel sorry for them. They are very uncom- 
fortable there. But their resource — but having been chief informa- 
tion officer over there, you know what they do. And I think my re- 
quest would be for Cleveland, Toledo, Detroit, Milwaukee, and Chi- 
cago, that a Webinar would happen between those five places, and 
we would get USDA, we would get you, we would get the Depart- 
ment of Labor, and we would talk about some of the programs 
where we are transforming the heart of community using agri- 
culture. 
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And the third issue is — so that is a request for two Webinars. 
And it doesn’t cost a lot of money. We can put people around a 
table. 

And number three, for Ms. Richman, you have an incredible 
background dealing with the mentally ill or you have an interest 
in it. So do I. And my question is in Ohio, what we do for the autis- 
tic in my region is best in the world, okay. What we have been able 
to do because of inspired people who helped us. We don’t have any 
such model for the mentally ill. I am wondering if you are as im- 
pressed with the Fountain House Clubhouse model as I am, what 
I see happening in New York City. 

You know, we only have one clubhouse in Ohio. It is in Cleve- 
land. It is Magnolia House. And it is not as robust as New York 
is. 

My question is could you do a Webinar bringing together some 
of the best people in the country to help people that I represent Vi- 
sion, what could they do for housing and supportive services for the 
mentally ill. What are the models? Our State people don’t work 
well with the local people. They don’t know what the Federal re- 
sources are. So that is the third question. 

So three Webinars really. One on collaboration on what is hap- 
pening transformative-wise in cities as we try to readjust to popu- 
lation shrinkage; number two, urban agriculture; and three. Club- 
house funnel. 

Mr. Olver. You have 10 seconds for that. 

Ms. Richman. I have been very involved in the mental health 
field for most of my life, both in Cleveland and in Pennsylvania. 
I know the Fountain House model very well. We were able to rep- 
licate it many times in Philadelphia and in the Commonwealth. I 
know the people in HHS that are responsible for — very well and 
will work with director Pam Hyde to see what we could do to inte- 
grate housing and mental illness and behavioral health. 

Mr. Latham. Ms. Kaptur is doing better. 

Ms. Kaptur. I have got big issues I am dealing with. 

Mr. Bostic. Sure. Just on the Webinar thing. We love Webinars. 
For NSP, we did a series of them. Two of them, in particular, 
helped cities in northeastern Ohio work through that program. In 
One CPD — the training program that I talked, the TA program 
that I talked about — associated with community planning develop- 
ment, Webinars are a basic piece to that. 

And I know that the Secretary agreed to work with you and as- 
sist your staff about how we can talk to communities last week in 
a hearing. On behalf of the three of us here, I will make the same 
offer. I would love to come to Toledo and talk to your folks and fig- 
ure out exactly how we might be able to help and make things 
more effective. 

Ms. Kaptur. Mr. Chairman, could I ask them when they do that, 
if you could grade us on how well we do in accessing Federal re- 
sources for a community of our size. I am sure you have those 
measures. We need to understand that. 

Mr. Latham. Thank you. Mr. LaTourette. 

Mr. LaTourette. Thank you, Mr. Chairman. 

I have to say I didn’t come here this morning to talk a lot about 
this research bank, but the more I am hearing about it, the less 
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I am liking it because to me it is sounding a little — touchy-feely 
isn’t right. 

But let me ask you this: You are going to issue a national con- 
tract for $50 million. Is that where you are headed? You are going 
to have one contractor at $50 million and that contractor is going 
to subcontract to experts, is that your vision for the $50 million? 

Mr. Bostic. To some extent, yes. 

Mr. LaTourette. To me, this sounds ACORN-esque. And I 
would prefer that the Department think about — and, you know, as 
you look at the problems that face the Toledos and the Youngs- 
towns and the Clevelands and the Detroits, I don’t know that we 
need a bunch of experts hired by a Federal contractor coming in 
and providing technical assistance. I think we need people on the 
ground with money to transform the communities. 

And I would prefer and gladly vote if you said you are going to 
take that 50 million bucks and give it to Ms. Kaptur in Toledo so 
she can make a real impact on the housing stock in her community 
than having sort of this spread out thin network of experts that are 
going to come to Cleveland for a week and a half and spend some 
time and then go someplace else. And it begins with whomever 
your national contractor is skimming off a good portion of that $50 
million. 

So I think I would ask that you go back and reconsider it and 
maybe talk to Ms. Jackson over at the Environmental Protection 
Agency. Because the President deserves really high marks for put- 
ting for the first time in history real money on Great Lakes res- 
toration. But what happens is it was supposed to be $475 million, 
then it is $300 million, now it is $250 million. 

But what happens is the original plan was to fund, like, 250 
projects. And what you wind up having is a lot of check presen- 
tations and no ribbon cuttings. And because the money that you 
put in that is not enough to take care of it. 

I would be very interested in what you come up with when you 
are ready with your NOFA, whatever it is you are going to do to 
talk about how you are going to roll out this bank. 

I really, Mr. Chairman, would hope we could have another hear- 
ing and just ask a few questions about it. Because it may be the 
best thing since sliced bread, but just in the description of it, and 
maybe it is my poor hearing, I am really not crazy about the model 
that you are developing. To spend almost half of the money that 
you are asking for for your transformation initiative. 

And lastly, Ms. Richman, when you were talking about your goal 
on some of this is making it easier to deal with you and the part- 
ners and that is where the man hour reduction is going to be. Prob- 
ably the biggest complaint that we get is agencies at the local level 
have to make a decision whether they want to deal with the Fed- 
eral Government because it takes them a lot of time. And so it 
would be easier to measure what the efficiencies were at your shop 
and did it lead to fewer people, did it lead to quicker turnaround 
time for the 18 months and so forth and so on. 

I would hope that you build in to your metrics that the local pub- 
lic housing authorities say — are able to come back to us and say 
well, you know when we used to access this program, it would take 
Jane or Jimmy 5 hours to get through the forms, but now it only 
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takes them 30 minutes. It is going to be tough for us to evaluate 
from here how effective you are being in achieving the goal that 
you set out, which I think is laudable, without actually having a 
metric that we can talk to the locals. 

I am sorry to beat up your bank, but I am just not liking it for 
the moment. 

Mr. Bostic. I appreciate your feedback. I would say I don’t dis- 
agree with your view that it is important to get resources on the 
street in communities. I do, however, think that it is important 
that we do speak to the capacity challenges that many of these 
places have so that when they do use the money that is available 
to them already, they use it as effectively and efficiently. 

Mr. LaTourette. I don’t disagree with you. But the last thing 
we need is a bunch of people in suits and hard hats to come in to 
Cleveland and say well, you should do this and you should do that 
and $50 million is out the door. 

I think if you gave Mayor Jackson, you know, $2 million, he 
could fix the efficiency problem and you could give him a set of 
metrics that he would have to follow in order to keep getting 
money so forth and so on. I just worry about the structure. 

Fifty million for the whole country isn’t a lot of money. I see 
again the national contractor taking some of that money. And then 
I see these people with sharp pencils coming into town and saying, 
you know, a lot of reports and no ribbing cutting. And that is what 
I am worried about and maybe you are way ahead of me. 

Mr. Bostic. I have the same concern. I would say from the outset 
of this hearing we have talked about the importance of account- 
ability and oversight and all of the systems that we are putting in 
place, all of these programs have clear performance metrics about 
on-the-ground outcomes, and if those aren’t happening, then we 
have problems. 

The other thing I would emphasize is that an important piece to 
this resource bank concept is the leveraging of private and other 
capital. So other models that have been out there have taken the 
public sector investment in it and leveraged it three to one, four 
to one. And so getting that kind of investment in these local places 
on the ground and having an organizing structure that can, per- 
haps, increase the degree to which there is that leveraging in these 
communities is, I think, particularly valuable and important. 

The last thing I do want to say is that the resource bank isn’t 
all we are thinking about in this context. We are working with oth- 
ers to try to find ways to embed people. 

So we have gotten a gift from the Rockefeller Foundation to start 
a fellowship program to place people into these communities for ex- 
tended periods of time so this is not a “2-week in a suit” situation. 
This is roll up your sleeves and get down into the systems and try 
to change processes in a fundamental way, very similar to what we 
are doing with the transformation initiative. But this is an impor- 
tant part of this broader approach. 

But if we were to have a hearing on it, we would be happy to 
talk to you more and maybe we can do that off line as well. 

Mr. LaTourette. I would love to do it. Thank you. 

Ms. Richman. I just wanted to very quickly say success to me 
means that our partners, those stakeholders, also spend less man 
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hours and we do need a way to have a metric on that. But certainly 
a good outcome wouldn’t be just tightening the process for us, it 
would mean also making sure that we are saving them both time 
and money. 

Mr. Latham. All right. Thank you. 

Just a yes or no. Is the Federal implementation training teams, 
is that part of the National Resource Bank? 

Mr. Bostic. No. 

Mr. Latham. It is not. Okay. 

And your budget proposal is a creation of that implementation 
teams where the people from 12 different agencies will move to a 
chronically distressed locality or region to teach the locals how to 
effectively use their Federal funds to benefit the area. 

I think I would be a little nervous. Number one, I want to know 
how you pick out the six pilot programs. But, I mean, you are going 
to have people from HUD, DOT, EPA, Commerce, Education, 
USDA, Treasury, DOE, Health and Human Services, Department 
of Justice, Department of Labor, and SBA. I don’t think there is 
going to be room in the room if you have teams from every one of 
those Departments going into a community. Tell me about it. 

Mr. Bostic. So you won’t. There will be some subset of these. 

Mr. Latham. That would be somewhat overwhelming. 

Mr. Bostic. That would be a lot of folks to be taking vans in 
every day for sure. 

There will be some subsets of these teams. And one of the things 
that we are doing right now is we are working with the other agen- 
cies to see where communities do better and do worse and then we 
would target from this subset staff from the agencies where the 
communities seem to be using their resources less effectively. 

So if a city like Indianapolis 

Mr. Latham. How do you pick the six pilot? 

Mr. Bostic. It is a process whereby we first score all cities. And 
so we score all of our cities based on unemployment rate, popu- 
lation loss, vacancy rates — I said unemployment rates. There are a 
couple other factors. Through that we have an index whereby cities 
get ranked according to — we call it a distress index. And then we 
look at those cities that are most distressed and start to — and basi- 
cally you have a big tie at the top. 

And then from that, what we have tried to do is think about cit- 
ies in terms of some geographic variation, in terms of different 
sizes so that we can understand what kind of challenges commu- 
nities are facing and how we might overcome them more effec- 
tively. 

And then in addition, because as several of you have noted, we 
don’t have enough resources to do the deep dive everywhere. We 
are creating — we are trying to create a community of these cities 
so that as we learn our lessons, that information becomes more 
broadly known, sort of the type of idea that Representative Kaptur 
was talking about. 

Mr. Latham. Do you know how many full-time equivalents you 
are talking about to do all of this and do you know the other 11 
departments, agencies, are they planning the same kind of effort? 

Mr. Bostic. I am not sure I understand. 
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I don’t have a hard number on FTEs handy right now. My recol- 
lection is that it would he about three or four people per team 
across the various pilot cities. So that would be 24 to 30 people 
across these agencies. So probably like three people per agency for 
this first round of assessment. 

Mr. Latham. There goes your motel vacancies. You will be well 
taken care of in Toledo. 

Ms. Kaptur. We are glad for any business. 

Mr. Latham. Just in general, when you talk about the bank and 
the high intensity Federal teams moving over, doesn’t it tell you 
something about maybe how complex some of the programs are? 
That they are just impossible to navigate? Why do we need all of 
this? I mean, if these were programs to begin with that people 
could understand and could use, would we need all of this? 

Mr. Bostic. Perhaps. So there are places 

Mr. Latham. We would still need it. 

Mr. Bostic. Perhaps. So even in the best schools, we have stu- 
dents who need tutoring. So I wouldn’t that say if we had a perfect 
delivery that communities — there would be no communities that 
might still need assistance. 

Mr. Latham. Who are some communities that do it right? 

Mr. Bostic. There are a lot of communities that do it right that 
have been innovative. New York City uses resources interestingly, 
Los Angeles, areas in Florida. So across the country there are lots 
of 

Mr. Latham. How do you judge that? 

Mr. Bostic. Well, you can judge it in terms of 

Mr. Latham. How much money goes out? 

Mr. Bostic. No. No, no. So this is the new HUD, right, and so 
we are judging based on what happens on the ground. These are 
material outcomes. So Secretary Donovan has been clear consist- 
ently since he has been in office that it is not how fast the money 
goes out, but what the money does once it goes out. And thinking 
about effectiveness, that is the metric. 

So in a homelessness situation, it is how many people get a roof 
over their head and don’t return to homelessness. In terms of fore- 
closure, it is how many foreclosure properties get taken off the 
markets. We don’t have these negative spillovers. In terms of com- 
munity development, it is to what extent do we create new instru- 
ments and new community amenities and facilities that improve 
outcomes and maybe keep youth off the streets and all of those 
sorts of things. Those are the sorts of measures we are trying to 
get to. 

Mr. Latham. Okay. Thank you. I am done if you want to take 
another question. 

Mr. Olver. I have very little left to say. 

I must say I have some sympathy for the comments that were 
made by Mr. LaTourette here who, when you first mentioned that 
this was going to be a contract-out, I probably nearly dropped my 
teeth. But a contract-out for one agency to do this, it seems to me 
in most of these places whether they are urban or rural, the big 
ones and the big problems are, in large part, to go in identify what 
the goals are at the local or regional community level countywide 
or groups of counties where you have a really distressed, perhaps 
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rural area as well. And energize, you know, draw out locally what 
those goals may be. And they may be quite different. I am rather 
concerned about the contract to do that that you have described, 
that you have identified. 

There are lots of ideas. They need to be organized, and maybe 
then, the tools to identify that they can achieve some of those so 
that there are successes at the local level. And maybe it is going 
to take a series of Webinars in each of these places in order to 
make this sort of thing happen. 

That is just a comment. 

Mr. Latham. Is that it? 

Ms. Kaptur. 

Ms. Kaptur. Thank you, Mr. Chairman. 

One of the most interesting parts about serving in Congress is 
to really understand other Members and how different their dis- 
tricts are than our own. And I am lucky to serve on many Sub- 
committees in my career and I have been amazed, for instance, for 
the agricultural regions that I represent, how many farm service 
agency offices are in those counties, how many personnel are there 
to help people. 

My region of Ohio does not have a lot of agricultural subsidy. 
Other parts of Ohio do. But how much money comes into areas 
from the Federal Government directly? 

HUD, for our cities, the story is very different. The personnel 
aren’t there. These regular subsidies other than CDBG really don’t 
come in. 

And I respect every single member of this committee and what 
they try to do for their regions. But I have found a real divide be- 
tween rural America and urban America that is operationally dys- 
functional for the Nation. And so the greater effort that we can 
make to understand one another’s districts I think so much the bet- 
ter. 

If you represent an area where the majority of your people live 
in communities over 250,000 versus under, you represent a dif- 
ferent slice of America. And for many of our urban areas, which are 
changing, obviously, I have to respect HUD and what you are try- 
ing to do in getting information available in a very complex situa- 
tion where there is not just one industry that predominates in a 
community but many, multilayered where there are city and coun- 
ty governments struggling with urban poverty which is different 
than rural poverty. Where there are Federal programs. The Fed- 
eral Government has always been the place to deal with poverty 
and with low-income people and there are different shoots. But the 
Federal Government tends to come down in a nonintegrated way. 
They come down in silos. They don’t deal in community building. 
They deal in. Labor does this, and HUD does that. It is how the 
Federal Government thinks. And maybe it will always be that way. 

But I want to commend you for trying to blend these different 
resources and encourage you on. HUD doesn’t really have a pres- 
ence anywhere in my community. We have to go all the way over 
to Cleveland to find HUD. We have nice people over there. 

But the kind of information that I am asking for, I think you are 
moving toward that, and I am kind of excited about — I think the 
chairman is asking very good questions. But you know, imagine. 
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Tom, in Iowa with no Farm Service Agency. Imagine in Iowa with 
no rural crop subsidies going to individuals. 

What happens in cities is the CDBG money, the little bit of it 
that there is, goes to mayors. Now, does that really get down to 
people who are trying to rebuild the north side of Toledo or the 
west side of Detroit? Oh, my. It is so infinitely more complex. Peo- 
ple don’t know one another as well. Look at what is happening in 
Detroit. Half the schools are closing. Just imagine what that means 
to that community. 

So for the helpers that are on the ground, frankly, I just got back 
from Israel and I was so impressed with this college, Oranim Col- 
lege on the east side of Israel, where they do this community build- 
ers program that was launched off of the Mandel School of Ad- 
vanced Social Work in Cleveland, where they have integrated all 
of this effort and they are creating leaders at the local level — not 
just mayors, but people who can undertake development in their 
own neighborhoods which is just so — it was beautiful to see. 

People who shot one another before are now working together, 
identifying the assets in their community, integrating these re- 
sources. And it was interesting because I said to them. What about 
your government? You know, are they helping you? And they just 
laughed. They said it is just like your central government. They 
really don’t know we are here and they don’t care. 

And people at the local level are trying to work together. 

So you are trying to do community building. I get it. I am a city 
planner by training. I know how complex is the world, the universe 
is that you are working in. I would just propose to you that think 
about the Webinars that I have suggested and the members can 
gather, even if they are not awarded one of the top six, they can 
gather the people in their community that really need to be in- 
volved. 

But I will just say for the benefit of the other people on the com- 
mittee, do you know that my community doesn’t have one single 
HUD certificate for veterans’ housing? They are getting their first 
six through our local housing authority now. We have hundreds 
and hundreds and hundreds of veterans who need shelter. And yet 
we didn’t even get the first 60 certificates from the public housing 
authority because they are so beleaguered. There is so much going 
on there. 

So we need the help. You know, we are not like other places in 
the country because of what we have been under. And I won’t go 
into all of the bidding problems at local city hall and you have got 
people that used to be in garbage collection that are over in some- 
thing else now because of the layoffs. But I just want to say that 
I am more favorably inclined by what you are trying to do than 
perhaps some of my colleagues. But I may be the only person here 
that represents a city of over 250,000. 

Thank you. 

Mr. Latham. I thank the gentlelady. 

Mr. LaTourette. 

Mr. LaTourette. I don’t have any more questions. 

I just want to say to Mr. Bostic, I am going to steal unashamedly 
your comment that even the best schools have kids that need to be 
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tutored. That is an excellent line, and I am going to use it in all 
of my speeches from here on out. 

Mr. Latham. With that, and if Members have other questions 
they can submit, we appreciate very much your testimony today. 
You have got a big job and we appreciate your efforts. 

Thank you very much. 
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Mr. Latham. Good afternoon, and welcome to the hearing. Today, 
we look at the President’s fiscal year 2012 budget request for 
HUD’s Housing Counseling Assistance Program and the Neighbor- 
hood Reinvestment Corporation, which is commonly known as 
NeighborWorks. 

We welcome the two witnesses today, Eileen Fitzgerald, acting 
CEO of Neighborhood Reinvestment Corporation and Ms. Vicki 
Bott, Deputy Assistant Secretary for Single Family Housing. Wel- 
come, and we look forward to your testimony today. 

Housing counseling can mean a lot of different things to a lot of 
different people. It could be directed to home buyers, homeowners, 
renters, seniors, and other populations with various goals. It is an 
important hearing because it has been some time since we have 
looked at the Federal role in housing counseling. 

Since 2008, we have appropriated over $1.4 billion to your orga- 
nizations, and I hope our hearing today will shed some light on 
whether the money is all well spent. I do have some concerns about 
HUD’s Housing Counseling Assistance Program, and these con- 
cerns are held on both sides of the aisle. The biggest concern is 
HUD’s inability to distribute these funds in a timely manner. As 
my good friend and colleague Mr. Olver stated in last year’s com- 
mittee report, quote, the stagnation of funding for a year or more 
makes it very difficult to defend as a necessary expenditure despite 
the obvious demand for the program, end quote. That is really pret- 
ty strong language, and I couldn’t agree with it more. So in these 
tough budget times where every dollar should be explained and jus- 
tified, we need to examine HUD, if it is up to the task of efficiently 
distributing this funding. 

Another concern is the duplication of efforts done by your organi- 
zations. In this year’s budget, NeighborWorks and HUD requested 
$80 million and $33 million, respectively, for foreclosure mitigation 
counseling. Given the President’s stated goal of eliminating dupli- 
cative programs, we need to find out if we require two organiza- 
tions spending a major chunk of money in essence trying to do the 
same thing. 

On the point of duplication, I find it equally disconcerting that 
the Dodd-Frank Act created a new Office of Housing Counseling. 
It seems to me that we are simply moving the deck chairs and it 
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is not going to help. But I am interested in finding out how the re- 
organization is progressing and how it is going to improve effi- 
ciencies. And I look forward to an open and productive discussion 
as we continue to work through the process. 

And again, thank you for your hard work. I will turn to my col- 
league, Mr. Olver, for his opening statement, and then we will hear 
from our witnesses. 

Mr. Olver. Thank you, Mr. Chairman. And thank you hoth for 
being here with us today and giving us your thoughts on these 
issues. 

As you both are intimately aware, owning and keeping a house 
is a perilously complicated affair nowadays. Furthermore, you both 
recognize that counseling services are important at all junctures of 
the process, particularly for families looking to purchase a first 
home and for families that can no longer afford their homes and 
are facing foreclosure. 

Today’s hearing will focus on the services provided through 
hub’s housing counseling programs and NeighborWorks’ National 
Foreclosure Mitigation Counseling Program to help home buyers 
and homeowners navigate the system. Specifically, I want to better 
understand how HUD leverages its approved counseling agencies to 
reach over 3 million households, and in addition I will want to ex- 
plore the reliability of reports that homeowners who receive coun- 
seling through the Foreclosure Mitigation Counseling Program 
under NeighborWorks are 1.7 times more likely to cure a threat- 
ened foreclosure. That is a curious number to me. 

Lastly, I am interested to discuss how HUD and NeighborWorks’ 
respective programs complement each other and I would be inter- 
ested to know what areas they may overlap. That said, as this com- 
mittee looks to reduce the overlap and program duplication, it is 
important to balance this with an understanding of the need. In 
the last 3 years, almost 9 million households have entered the fore- 
closure process with over 3 million homes having been sold under 
foreclosures. Furthermore, the monthly rate of homes entering fore- 
closure continues to remain near crisis highs. As such, in addition 
to routing out inefficiencies, it is equally important that the com- 
mittee explore whether these two programs have sufficient re- 
sources to meet existing needs. 

Mr. Chairman. I yield back. 

Mr. Latham. Thank you, Mr. Olver. And, Ms. Bott, your written 
testimony is in the record. If you would go ahead, somewhere close 
to 5 minutes would be fine. Thank you. 

Ms. Bott. Thank you. Chairman Latham, Ranking Member 
Olver, and members of this subcommittee, for this opportunity to 
testify for you today on HUD’s Housing Counseling Program. Today 
I would like to provide you with an overview of the HUD Housing 
Counseling Program, discuss its critical role in keeping families in 
their homes during the recent economic crisis and how we have 
helped homeowners avoid loan scam and fair lending abuses. 

Since taking the office, the Obama administration has acted to 
help stabilize the housing market and provide critical support for 
struggling homeowners. Working with Congress, we helped avert a 
deeper economic collapse and more severe housing crisis. Our ef- 
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forts preserved access to our mortgage markets at a moment they 
were threatening to seize up. 

More than 4.2 million distressed homeowners or borrowers have 
received modifications since April 2009, more than twice the num- 
ber of foreclosures completed during that time. Critical to these ef- 
forts has been HUD’s Housing Counseling Program, which supports 
the work of a large number of nonprofit organizations and skilled 
professionals that provide valuable housing related assistance to 
millions of households nationwide. The critical services provided 
through this program have provided needed services to help stem 
the Nation’s foreclosure crisis and facilitate the recovery of the 
housing market. 

There are over 2,700 housing counseling agents participating in 
the HUD Housing Counseling Program. Housing counseling agen- 
cies are approved to participate in the program by applying directly 
to HUD. Approval criteria are designed to ensure the quality of 
agencies who are providing services throughout the program. Key 
approval criteria include having experience administering housing 
counseling programs for at least 1 year prior to application and 
knowledge of HUD programs to local housing market and coun- 
seling best practices. 

HUD conducts performance reviews to ensure that counseling 
agencies are in compliance with program regulations and require- 
ments. The majority of these performance reviews actually take 
place on site, but we are also incorporating additional models of re- 
views, such as remote monitoring files at HUD offices. 

Housing counseling agencies participating in the program are re- 
quired to employ trained counselors. HUD invests approximately 
$5.5 million annually to ensure that quality training is affordable 
and accessible to counselors. These funds help approximately 4,400 
housing counselors receive training annually. Our investment in 
housing counseling training helps leverage other training assist- 
ance for agencies in the program, so the impact of our investment 
is actually much larger. 

HUD’s Housing Counseling Program is the only dedicated source 
of funding for the full spectrum of housing counseling, including 
housing counseling, education, outreach topics, including 
prepurchase counseling, resolving or preventing mortgage delin- 
quency or default, non-delinquency post-purchase counseling, rent- 
al counseling, reverse mortgage counseling for seniors, which is 
mandatory, and homeless assistance. To help at-risk households, 
counselors apply loss mitigation skills and other strategies to help 
homeowners modify their loans, refinance or otherwise escape high 
interest rates, hidden costs, prepayment penalties and other preda- 
tory practices. 

Current program activity reflects the rapidly growing percentage 
of housing counseling appropriation that is being used for fore- 
closure prevention counseling. During the fiscal year 2010, 46 per- 
cent of all counseling sessions were dedicated to providing mort- 
gage delinquency and default resolution counseling compared to fis- 
cal year 2007 when 15.7 percent of all counseling activity focused 
on that. 

Currently, over 2,200 housing counseling agencies are approved 
to provide foreclosure prevention counseling. Housing counseling 
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agencies provided foreclosure prevention counseling to over 1.4 mil- 
lion households in 2007. Early outcome data demonstrates that 
foreclosure prevention counseling greatly improves the likelihood 
that the household will achieve a constructive alternative to fore- 
closure. 

Housing counseling agents are a key factor in making Federal, 
State and local foreclosure prevention programs successful because 
counselors help qualify and prepare household and borrowers for 
programs available to them. 

The NFMC, National Foreclosure Mitigation Counseling Program 
Fund, administered by NeighborWorks, has also allowed HUD to 
be able to continue to invest in the other forms of housing coun- 
seling services that are still critical during this housing crisis, in- 
cluding the prepurchase counseling, reverse mortgage, rental and 
homeless counseling which may help thousands transition to other 
forms of affordable housing when home ownership is no longer an 
option. 

Many foreclosures have involved rental properties. So rental 
counseling helps renters find new rental units when their homes 
become unavailable due to foreclosure. 

In 2010, HUD devoted 500,000 to specifically train counseling re- 
garding fair lending and mortgage fraud. The Housing Counseling 
Program and the Office of Housing Counseling which HUD is es- 
tablishing, as required by Dodd-Frank, have helped, and with your 
assistance, will continue to serve individuals across the country to 
learn about their housing options and meet their needs. 

Thank you for the time, and I look forward to answering your 
questions. 

[The statement of Ms. Bott follows:] 
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Chairman Latham, Ranking Member Olver, and Members of the Subcommittee, thank you for 
the opportunity to testify today on behalf of the Department of Housing and Urban Development 
(HUD) about efforts to educate renters and homeowners through HUD’s Housing Counseling 
Assistance Program. 


Program Description 

HUD’s Housing Counseling Program supports the work of a large industry of nonprofit 
organizations and skilled professionals that provide valuable housing related assistance to 
millions of households nationwide. The critical services provided through this Program are 
needed to help stem the nation’s foreclosure crisis and to facilitate the recovery of the housing 
market. 

The Housing Counseling Program supports the delivery of a wide variety of housing counseling 
services to potential homebuyers, homeowners, low- to moderate-income renters, and the 
homeless. Counselors provide information to help households improve their housing conditions 
and choices, avoid foreclosure, access government assistance programs, and understand the 
responsibilities of tenancy and homeownership. 

There are 2,738 Housing Counseling Agencies (HCAs) participating in HUD’s Housing 
Counseling Program: 

• 1023 Local HCAs with 481 branches 

• 27 National Intermediaries 

• 21 State Housing Finance Agencies (SHFAs) 

• 7 Multi-State Organizations (MSOs) 

• 1179 affiliates and branches of intermediaries, SHFAs and MSOs 
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A large portion of HDD’s Housing Counseling Program is run through Intermediaries, SHFAs 
and MSOs - which are national, regional and state organizations that support networks of local 
branches or affiliates, for example through pass-through funding and technical assistance. 
Through these arrangements, HUD enjoys efficiencies and economies of scale related to the 
approval, oversight, training and funding of local agencies. Examples of HUD approved 
intermediaries include: 

• Catholic Charities USA, 

• National Council of La Raza, 

• National Urban League, 

• National Coalition for Asian Pacific American Community Development 

• National Foundation tor Credit Counseling 

• NeighborWorks America 

Locally approved housing counseling agencies also play an important role in fulfilling the mission of 
HUD's Housing Counseling Program. Over 1,000 locally approved agencies participate in the 
program and are key institutions in their local communities that individuals and families trust and 
turn to for housing assistance. 

Housing Counseling Agency Approval 

Housing counseling agencies come to participate in the Housing Counseling Program by 
applying to HUD for approval. Approval criteria, which are codified at 24 CFR Part 2 14, are 
designed to ensure the quality of agencies providing services through the Program. Key 
approval criteria include, but are not limited to: 

• Non-profit - Private or public non-profit with tax-exempt status 

• Experience - administered housing counseling program for at least a year, 

• Housing counseling resources - sufficient funding to handle referrals from HUD 

• Training / Knowledge - of HUD programs, local housing market, counseling best 
practices 

Housing Counseling Oversight 

HUD conducts performance reviews to ensure that counseling agencies are in compliance with 
program regulations and requirements. The majority of these performance reviews take place 
on-site. VVe are also incorporating additional models of reviews such as desk monitoring and 
remote monitoring of files at HUD offices. In addition, HUD has begun to implement mystery 
shopping of HUD approved counseling agencies and their counseling services. In FY201 1 HUD 
initiated this program by focusing on HECM counseling services and the plan is to expand this 
initiative to other counseling services in the future. 
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High Quality Services 

Housing counseling agencies participating in the Program are required to employ trained 
counselors. HUD invests approximately $5.5 million annually to ensure that quality training is 
affordable and accessible to counselors. At approximately $ 1 ,250 per counselor trained, this 
funding helps approximately 4,400 housing counselors receive training annually. HUD’s 
investment in housing counseling training helps leverage other training assistance resources for 
agencies in the Program, so the impact of this investment is much larger. 

Additionally, housing counseling agencies in HUD’s Housing Counseling Program are required 
to use Client Management Systems, internet based software that standardizes and automates 
budget analysis, loan product comparison, client intake, file creation and counseling activity 
reporting. The use of this technology has improved and standardized the quality of services 
offered throughout the industry and also allowed counselors to serve more clients. 

Counseling Services for Households with Limited English Proficiency 

Approximately half (1380) of the counseling agencies participating in HUD’s Housing 
Counseling Program provide services in languages in addition to English, including, but not 
limited to, French, Russian, Korean, Vietnamese, and Tagolog, Spanish is the most prevalent. 

• 1 ,283, or 47% of counseling agencies nationwide provide services in Spanish 

• 512,985 households (17%) served through the Housing Counseling Program in FY 2010 
identified themselves as Hispanic 

Housing Counseling Services 

During fiscal year 2010, HUD-approved counseling agencies provided housing counseling 
services to approximately 3.04 million households, using both HUD and non-HUD funding, the 
highest level ever. 

HUD’s Housing Counseling Program is the only dedicated source of funding for the hill 
spectrum of housing counseling services. HUD-funded housing counseling, education and 
outreach topics include: 

• Pre-purchase/Home Buying 

• Resolving or Preventing Mortgage Delinquency or Default 

• Non- Delinquency Post-Purchase 

• Rental 

• Reverse Mortgage 

• Homeless Assistance 
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Housing Counseling Activity by Service Type 


Housing Counseling Activity - 
HUD-Approved Agencies 
FY 2010 Cumulative 



Foreclosure 

Prevention 

Counseling 

46% 


Other Education 
22 % 


Pre-Purchase 

Counseling 


HECM Counseling 
3% 


Default Education 
2 % 

Homebuyer 
Education 
5% 


Homeless 

Counseling 


Non-Delinquency 

Post-Purchase 

Counseling 

4% 

Program Impact 


Keeping Families in their Homes, Spurring Economic Recovery 

Tlie lingering effects of the most severe economic downturn since the Great Depression have had 
devastating impacts on the Nation’s homeowners. Foreclosures are increasingly being driven by 
homeowners who find themselves unemployed or underemployed and can no longer make payments 
that were once affordable. Many more have, through no fault of their own, experienced declines in 
their income, inching them closer to foreclosure. And making matters worse, these borrowers often 
can’t move to find a new job because they can’t .sell their homes due to owing more on their house 
than it is worth. 


To help at-ri.sk households, counselors apply loss mitigation skills and other strategies to help 
affected boiTowers modify their loans, refinance, or otherwise escape high interest rates, hidden 
co,st.s, prepayment penaltie.s, and other predatory practices. Current program activity data reflects 
the rapidly growing 

percentage of the Housing Counseling appropriation that is being u,scd for foreclosure prevention 
counseling. During fiscal year 2010, counseling agencies in HUD's Housing Counseling 
program reported that 46 percent of all counseling sessions were dedicated to providing 
mortgage delinquency and default resolution 

counseling. By contrast, in fiscal year 2007, delinquency and default resolution coun.seling 
accounted for only 15.7 percent of all counseling activity. 
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Currently, 2,283 HCAs are approved to provide foreclosure prevention counseling. Housing 
counseling agencies provided foreclosure prevention counseling to 1 ,402,982 households in 
2010. Early outcome data demonstrate that foreclosure prevention counseling greatly improves 
the likelihood that the household will achieve a constructive alternative to foreclosure. 
Foreclosure prevention counseling results/outcomes for households for whom an outcome is 
known are listed below: 

2010 Outcomes of HUD-approved Foreclosure Prevention Housing Counseling 


Counseline Result/Outcorae 

Percentage 

Brought mortgage current 

6% 

Refinanced 

2% 

Mortgage modified 

49% 

Second mortgage 

3% 

Forbearance agreement/repayment plan 

15% 

Deed in lieu 

1% 

Sold property, alternative solution 

1% 

Pre-foreclosure sale 

3% 

Mortgage foreclosed 

3% 

Counseled and referred to emergency 
Assistance 

4% 

Bankruptcy 

6% 

Debt management plan 

3% 

Counseled and referred for legal assistance 

4% 

Total 

100% 


Complementing Federal Foreclosure Prevention Programs 

The record high demand for housing counseling services is largely caused by the state of the 
economy and the fact that many Federal programs, including the Neighborhood Stabilization 
Program (NSP), the Making Home Affordable (MHA) program, and FHA’s Home Equity 
Conversion Mortgage (HECM) require housing counseling. In addition, in May 2007, the 
Department of Agriculture published a final rule requiring first time homebuyer recipients of the 
Section 502 rural housing loans to receive housing counseling. Moreover, many state and local 
governments, require homebuyer education for recipients of down-payment assistance. 

The (piantity of counseling and education activity associated with these Programs are significant. 
For example, HUD estimates that almost 13,000 households have received homebuyer education 
to date in order to qualify for assistance tlmough the first fivo rounds of NSP. 

Housing counseling agencies are a key factor in making existing foreclosure prevention 
programs successful because counselors help qualify and prepare households for the various 
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Federal, state and local foreclosure programs available to them. For e.xample, housing counseling 
is crucial to the efficacy of the Home 

Affordable Modification Program (HAMP) because these counselors help evaluate a household’s 
eligibility and prepare the necessary documentation for mortgage servicers. 

Consumer Protection - Combating Loan Scams and Fair Lending Abuse 

Housing counseling helps ensure that individuals making the transition to homeownership are 
not taken advantage of by unscrupulous lenders. During fiscal year 2010, approximately 13,211 
households attended predatory lending workshops hosted by HUD-approved counseling 
agencies. The Housing Counseling Assistance program helps ensure open, diverse, and equitable 
communities by providing clients with information about fair housing laws and referring them to 
legal assistance if the client is suspected of being a victim of housing discrimination. During 
fiscal year 2010, 11,521 clients attended fair housing workshops hosted by HUD-approved 
counseling agencies, and approximately 2,858 renters have been referred by HUD-approved 
counseling agencies to legal aid for fair housing assistance. 

Moreover, in 2010, HUD devoted approximately $500,000 to specifically train counselors 
regarding fair lending abuse and mortgage fraud. This same level of investment continues in 

2011, and the Department expects at least $500,000 of the proposed fiscal year 2012 funding to 
be spent on this specialized training, educating approximately 400 counselors, at an average cost 
of $1,250 per counselor trained. 

In fiscal year 2010, the Housing Counseling Notice of Funding Availability (NOFA) was 
amended to encourage and reward counseling agencies’ involvement in activities designed to 
combat mortgage scams. The NOFA also makes clear that it is an encouraged and eligible 
expense to acquire and disseminate materials related to the Loan Modification Scam Alert 
Campaign (htqj://www. loanscamalert.org/) and to identify and report potential loan modification 
scams, for example with the Loan Modification Scam Prevention Network: 
http://www.preventloanscams.org and the HUD Office of Inspector General (OIO) Hotline. 
Counseling agencies can play a vital role in encouraging and facilitating the reporting of 
mortgage scams so that the relevant authorities can put the scammers out of business. 

In fiscal year 2011, HUD is investing $ 1 million to complement an existing national education 
campaign to combat mortgage rescue scams. The purpose of this investment in outreach is to 
make sure that the public is aware that they can avoid being victims of mortgage rescue scams by 
turning to a reputable HUD-approved counseling agency for assistance and also to know where 
to report information so that the government can collect information to try and take action 
against mortgage rescue scam companies. HUD intends to continue the campaign in fiscal year 

2012 . 

National Foreclosure Mitigation Counseling 

Neighboroworks America, who is also testifying today, operates a congressionally funded 
foreclosure prevention housing counseling grant program, the National Foreclosure Mitigation 
Counseling (NFMC) Program. Significant funds have been appropriated directly to this 
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foreclosure prevention grant program. The NFMC funding was created for the specific purpose 
of supplementing the HUD funding of foreclosure prevention counseling services during the 
housing crisis. 

Because of this supplemental funding, HUD has been able to continue to invest in the other 
forms of housing counseling services that are still critical during the housing crisis. Pre-purchase 
counseling is necessary to help new homeowners make smart home purchase decisions and limit 
their likelihood of foreclosure, helping prevent a future crisis. Reverse mortgage counseling 
helps elderly households access an important financial tool that can help them age in place and 
meet their medical and other expenses. Reverse mortgages are also increasingly utilized as 
foreclosure prevention tools. Rental and homeless counseling help thousands transition to other 
forms of affordable housing when homeownership is no longer an option. Many foreclosures 
involved rental properties, so rental counseling helped thousands of renters find new rental units 
when theirs became unavailable due to foreclosure. 

Evidence of the Effectiveness of Pre-Purchase Homeownership Counseling 

Housing counselors arm homebuyers with the information they need to make smart choices 
regarding homeownership. Many of the homeowners currently victimized by sub-prime loans 
were simply unaware of less expensive and safer options, such as FHA, for which they could 
qualify, in part because they did not receive housing counseling. This lack of education is an 
underlying cause of the current crisis, and inadequate funding of this proposal for housing 
counseling could result in homebuyers continuing to not make smart choices regarding financing 
products, increasing the likelihood that the current crisis will be prolonged and more costly for 
the country. 

There is no shortage of anecdotal evidence an d testimony from counseling recipients and 
housing advocates regarding the positive impact of pre-purchase counseling, which arms 
households with the information they need to make smart homeownership decisions. However, 
limited academic research exists on this topic because of the difficulty in establishing an 
adequate control group and the cost of this long term research. The Hirad and Zorn study 
published in 2001 is the most commonly referenced research that and demonstrates that pre- 
purchase counseling and homebuyer education significantly reduces the likelihood of 
foreclosure. This study concluded that one-on-one counseling provided to first-time homebuyers 
can reduce delinquency by as much as 34 percent. 

Because HUD housing counseling data is one year aggregate data, it is difficult to measure the 
impact of pre-purchase counseling over time. However, the data does make clear that a 
significant number of pre-purchase coun.seling recipients are becoming mortgage ready. During 
fiscal year 2010, HUD-approved counseling agencies provided about 244,000 households with 
pre-purchase counseling, about 45 percent of which have purchased a home or will be mortgage- 
ready within 90 days. For the balance, through counseling they have realized that they are not 
ready for homeownership. They may need to save more, eliminate some debt, etc. The decision 
not to purchase is also a good outcome, as households are not entering into mortgages that they 
may be unable to afford. 
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Reverse Mortgage Counseling 

The Housing Counseling Assistance program improves housing and financial stability for the 
elderly by providing reverse mortgage counseling, which is statutorily required for seniors’ 
eligibility for the FHA Home Equity Conversion Mortgage (HECM) product, HECMs allow 
seniors access to their home’s equity for health care needs, home repairs, and other emergencies. 
Since HECM loans can be used to pay off an existing lien against the property, the product also 
can be a significant foreclosure prevention tool tor seniors. By allowing elderly homeowners to 
tap into the equity in their homes, HECMs and other reverse mortgage loans help 
ensure that senior Americans have sufficient resources to live out their lives and reduce the 
likelihood that they will need to rely on public assistance as they age. Housing counselors help 
seniors make smart choices regarding reverse mortgages and protecting seniors against 
unscrupulous lenders, financial advisors, etc. 

The cost of providing this statutorily required counseling is significant. During the first quarter 
of fiscal year 201 1, the industry endorsed 18,387 HECMs, or reverse mortgages. Many more 
received housing counseling and elected not to close on a HECM. 

HUD’s Housing Counseling Program is the only dedicated source of funding for the required 
reverse mortgage counseling. Without sufficient funding, counselors charge potential HECM 
borrowers for the counseling. HUD estimates that the average cost of providing reverse 
mortgage counseling is approximately $300. This cost may dissuade many seniors from 
pursuing a HECM loan. 

Another form of critical counseling related to reverse mortgages is foreclosure prevention 
counseling for the thousands of HECM borrowers delinquent on taxes and insurance. HUD is 
undertaking a special initiative in collaboration with national housing counseling intermediaries 
and servicers to help seniors affected in this situation budget and access assistance so that they 
can pay off any arrearages and avoid foreclosure. 


FY 2010/2011 Housing Counseling Grants 


Tvne of /Vsencv 

.Amount Awarded 

# of Awards 

LHCA - Comprehensive 

$19,000,000 

464 

SHEA - Comprehensive 

$3,300,000 

19 

Intermediaries - Comp 

$30,500,000 

26 

MSO - Comprehensive 

$2,200,000 

5 

HECM Supplemental 

$9,500,000 

64 

Mortgage Mod/Scam - Supplemental 

$4,301,637 

71 

Training 

$5,125,000 

3 

TOTAL 

$73,926,537 

652 


LHC. \s=* Local Homing Counseling . Igendes 
SHFAs— State Housing Fhtance . igencies 
MSOs~ Multi State Organizations 


8 



193 


Housing Counseling Grant Program 

The majority of appropriated funds are awarded competitively as housing counseling grants, 
which fund the direct provision of the full range of housing counseling services. Every spring, 
HUD publishes a Notice of Funding Availability (NOFA) requesting housing counseling 
applications. Eligible applicants include all HUD-approved housing counseling agencies and 
State Housing Finance Agencies. 

Awards are typically announced at the start of the fiscal year following the appropriation year, 
and the beginning of the period of performance under the grant. HUD is working on ways to 
streamline the grant completion process by reducing the time it takes to produce a NOFA, score 
applications and announce awards. The Department is determined to make significant 
improvements in these areas. 

Housing counseling grant funding is critical for the housing counseling industry. The average 
grant size for local housing counseling agencies is approximately $45,000. The average grant 
size for intermediaries is approximately $1,4 million. Approximately 75% of all the agencies 
participating in the Program receive grant funds - the remainder either choose not to apply or 
don’t receive a fundable score on their grant application. 


New Initiatives 

Office of Housing Counseling 

HUD is working diligently to establish a new Office of Housing Counseling with an 
organizational and staffing structure conducive to addressing the provisions of the Dodd-Frank 
Act. HUD has undertaken a process to determine appropriate staffing reallocations from the 
Office of Single Family Housing, where Housing Counseling Program currently resides, and 
proposed structure for the new Office. Once these processes are complete, a formal 
reorganization request will be created and submitted to Congress for review and approval. After 
obtaining Congressional approval, HUD will initiate requisite administrative processes, 
including negotiations with employee unions regarding staff rcassignments and hiring tor key 
positions for which a competitive process is deemed more fitting. 

.Also in response to the Dodd-Frank Act, HUD is initiating rule making in order to implement 
procedures through which individual counselors will be approved after demonstrating sufficient 
training and passing an exam. Currently, with the exception of Reverse Mortgage Counselors, 
HUD approves counsieling agencies, not individual counselors. This fundamental change, which 
will also require adherence to HUD housing counseling standards, will further ensure the quality 
of the housing counseling services available through the Program. 
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Housing Counseling Research 


HUD is taking steps to till the research gap regarding the impact of housing counseling. “Section 
2128 of HERA called for a demonstration to understand if pre-purchase counseling could reduce 
the risk to the FHA fond of default and delinquency while also increasing access to 
homeownership for households with somewhat higher credit risk profiles. While the study was 
not fonded under HERA, the Transformation Initiative in FY 2010 provided HUD with the 
necessary resources to design and implement a carefully designed demonstration to compare the 
impact of several forms of pre-purchase counseling on a set of prospective borrowers with FICO 
scores of approximately 580 to 650. 

HUD intended to initiate this study in 2010 but it has taken longer than expected to recruit 
lenders and develop an acceptable and implementable protocol. With a framework for 
undertaking this demonstration now largely in place, we are moving forward with executing a 
Task Order with a research firm to implement the demonstration in conjunction with HUD’s 
lender partners. 

While Section 2128 allowed for FHA to lower insurance premiums to incentive borrower 
participation, we have chosen not to utilize that feature. 

The current environment of constrained lending to the borrower population that is the target of 
this study has been particularly limiting for moderate income and minority borrowers. As such, 
it is very important to HUD that we research the methods of making homeownership available in 
a way that is economically sound for FHA and financially positive for responsible homebuyers. 


Conclusion 


In sum, thousands of housing counselors nationwide are playing a very important role in helping 
millions of homeowners in distress find the best outcome, including helping them get viable loan 
modification terms. Looking forward we see housing counseling again shift back toward pre- 
purchase housing counseling and we are doing research to see if this can provide both an 
opportunity for homeownership for more prospective homebuyers while simultaneously reducing 
the risk of foreclosure”. 


Thank you. I would be pleased to take your questions. 



195 


Mr. Latham. Thank you. Ms. Fitzgerald. 

Ms. Fitzgerald. Good afternoon, Chairman Latham, Ranking 
Member Olver, and members of the subcommittee. I would ask that 
my full written testimony be submitted for the record. Thank you. 

My name is Eileen Fitzgerald, and I am the acting CEO for the 
Neighborhood Reinvestment Corporation doing business as 
NeighborWorks America. Thank you for inviting me to talk about 
our fiscal year 2012 budget request, which includes $135.3 million 
in core funding and $80 million for the National Foreclosure Miti- 
gation Counseling Program, also known as NMFC. I would like to 
address some of our core activities and our role as administrator 
of the NFMC program. 

NeighborWorks America was established by Congress in 1978. 
We support a network of 236 local non-profit organizations, which 
expand affordable housing opportunities and strengthen their com- 
munities. Each involves a partnership of local government, busi- 
ness leaders and community residents. Together, they serve 4,500 
urban, suburban and rural communities in all 50 States, the Dis- 
trict of Columbia, and Puerto Rico. In the last 5 years, 
NeighborWorks America and its network has generated more than 
$20 billion in investment in local communities, assisted almost 1.2 
million families with their housing needs, and created and pre- 
served more than 20,000 jobs a year. The network also owns and 
manages more than 80,000 units of affordable high quality rental 
housing. 

NeighborWorks is also the Nation’s largest and most highly re- 
garded nonprofit trainer of affordable housing and community de- 
velopment practitioners, making sure that nonprofit and municipal 
staff across the Nation have the necessary skills to deliver an array 
of Federal and State programs and to deliver high quality afford- 
able housing. Almost 60 percent of the training participants are 
from organizations outside of our network. 

NeighborWorks America was already a national leader in the 
fight against foreclosures when Congress asked us to administer 
the NFMC program in fiscal year 2008. To date, more than 1.1 mil- 
lion homeowners have been counseled through NFMC. 

The legislation required us to launch the program and award 
funds within 60 days of enactment. We met that aggressive 
timeline. We get money out to communities quickly while still en- 
suring an appropriate level of compliance and monitoring, always 
making sure we are meeting our fiduciary duty to Congress and to 
the taxpayer. 

The benefits of foreclosure counseling extend beyond individual 
homeowners since foreclosed homes affect entire communities and 
the Nation’s economy. With up to 2 million foreclosures projected 
in 2012, the $80 million fiscal year 2012 request for NFMC is real- 
ly critical. We know, however, that the best defense against fore- 
closure is education and counseling before a borrower starts consid- 
ering home ownership and the most reliable counseling is provided 
by objective nonprofit agencies, including local NeighborWorks or- 
ganizations and other HUD-approved non-profit counseling agen- 
cies that put the consumers and the communities’ interests first. 

One additional indicator of NeighborWorks America’s value is 
the fact that in fiscal year 2010, supported by a core appropriation 
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of $168 million, NeighborWorks organizations generated nearly $4 
billion in direct investment, effectively leveraging our appropriation 
by a factor of 23 to 1. At a time of scarce Federal budget dollars 
an investment in NeigbborWorks is an efficient and effective use 
of taxpayer dollars. 

At our fiscal year 2012 request, NeighborWorks America projects 
assisting 227,000 families across the Nation. NeighborWorks grant 
dollars have a catalytic impact, attracting private sector funding to 
create and preserve affordable rental and home ownership units, 
generating additional economic impact, and creating jobs in local 
communities. 

On behalf of the hundreds of thousands of families served by the 
NeighborWorks network and the NFMC counseling community 
across the country, I thank the committee for its support and for 
your consideration of the Corporation’s fiscal year 2012 budget re- 
quest. 

[The statement of Ms. Fitzgerald follows:] 
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Good afternoon Chairman Latham, Ranking Member Olver and Members of the subcommittee. 
Thank you for inviting me to talk with you today about the work of NeighborWorks America, and 
the Corporation’s FY 2012 budget request. 

By way of background, NeighborWorks America was established by Congress in 1978 as the 
Neighborhood Reinvestment Corporation. As you know, the Corporation receives a federal 
appropriation from the Transportation, Housing and Urban Development, and Related Agencies 
Appropriations Subcommittee. For fiscal year 2012, the President’s Budget requests; 

• Core Funding in the amount of: $135.3 million, in addition to 

• National Foreclosure Mitigation Counseling fimding of: $ 80.0 million. 

o Foratotal of $215.3 million. 

My testimony today will address both NeighborWorks America’s core programmatic activities, as 
well as the Corporation’s role as administrator of the National Foreclosure Mitigation Counseling 
program (NFMC). 

NeighborWorks America is the nation’s original community/public/private partnership model, with 
locally-driven community development, innovative solutions, and efficiency as its hallmarks. For 
more than 30 years, NeighborWorks America has consistently replicated its successful model, and 
today, the Corporation’s affiliated NeighborWorks network includes more than 235 community- 
based nonprofit organizations, serving more than 4,500 communities across the United States — in 
all 50 states, the District of Columbia, and the Commonwealth of Puerto Rico. NeighborWorks 
organizations operate in our nation’s largest cities and in some of its smallest rural communities. 

NeighborWorks America’s primary mission is to expand affordable housing opportunities (rental 
and homeownership) and to strengthen distressed urban, suburban and rural communities across 
America, working through a national network of local community-based nonprofit organizations, 
known collectively as the NeighborWorks network. 
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Local NeighborWorks organizations provide a wide variety of services that reflect the needs of their 
neighborhoods and communities. In the last five years alone, the NeighborWorks network has: 

• Supported more than $20 billion in direct investment in America's urban, rural, and 
suburban communities; 

■ Provided homeownership counseling to more than 500,000 families; 

■ Assisted more than 85,000 American families of modest means achieve their dream of 
homeownership; 

• Rehabilitated more than 85,000 homes, using state-of-the-art methods, including green and 
healthy building techniques; 

■ Created the nation's largest force of certified homeownership education and foreclosure 
intervention counselors; 

• Provided the highest quality training to tens of thousands of affordable housing and 
commtmity development professionals Irora nonprofits and municipalities across the nation. 

• Invested in rebuilding efforts in hurricane-affected communities across the Gulf Coast; 

• Mobilized hundreds of thousands of volunteers to revitalize communities; and 

• Created or sustained more than 23,000 jobs per year through local NeighborWorks- 
supported projects and activities. 

The NeighborWorks network also owns and manages more than 80,000 units of affordable, high 
quality multifamily housing; 

The NeighborWorks network itself comprises hundreds of robust, small local businesses. 
NeighborWorks America supports these nonprofit businesses and several thousand others through 
training, tools and other services, creating jobs, building and managing housing and other 
infrastructure, and spurring significant private sector investments in communities across the 
country. 

As a small and highly efficient agency, NeighborWorks America is able to expeditiously distribute 
funds to its network of affiliated NeighborWorks organizations on the ground, with careful 
stewardship and quality control, so that those dollars immediately improve communities and create 
jobs faster than nearly any other agency. The Corporation’s affiliated local NeighborWorks 
organizations are some of the most effective housing and community development providers in 
America. NeighborWorks America systematically evaluates its grantees on an ongoing basis - 
rating them against rigorous performance, financial and operational standards and disaffiliating 
grantees that do not meet these standards. 

With the funding requested in its FY 201 1 Budget Justification, the Corporation will provide grants, 
a wide array of programmatic support, training and technical assistance to the national 
NeighborWorks network, as well as to thousands of other community development practitioners 
across the country. NeighborWorks America believes that a continued strong investment in its 
network of effective community development organizations that can rapidly convert resources into 
community improvements and jobs, and an investment in the Corporation’s proven strength in 
training the community development field, are important strategies as the nation moves towards 
recovery. 


Testimony of Eileen Fitzgerald 
Acting Chief Executive Officer 

Neighborhood Reinvestment Corporation (doing business as NeighborWorks America 

Before the House Appropriations Subcommittee on Transportation, Housing and Urban Development and Related Agencies 
March 29, 2011 



200 


With this investment, NeighborWorks America will continue to efficiently deliver training of the 
highest caliber, and support critically important efforts in homeownership foreclosure mitigation, 
community stabilization, and energy-efficient, sustainable affordable housing development to 
underserved populations and regions. 

At the requested funding level, in FY 2012, NeighborWorks America and its network will: 

• Support more than $2.8 billion in investment in distressed communities; 

• Create or support nearly 25,000 jobs; 

• Provide effective housing counseling to 100,000 individuals; 

• Assist 14,000 families to become new, successful homeowners; 

• Create or preserve 6,000 rental homes; 

• Provide affordable rental homes for more than 80,000 families; 

• Preserve 15,000 units of affordable housing; 

• Repair an additional 24,000 units of housing; and 

• Issue 1 8,000 professional training certificates to affordable housing and community 
development practitioners. 

In regard to the National Foreclosure Counseling program (NFMC), NeighborWorks America 
anticipates that an FY 2012 appropriation of $80 million for NFMC will provide counseling for at 
least 190,000 more families facing foreclosure, while supporting 5,670 foreclosure counselors 
employed through approximately 1,700 NFMC-funded foreclosure counseling agencies across the 
country. 

Oversight: 

Just as it does with its network of organizations around the country, NeighborWorks America holds 
itself to the highest operational standards. In addition to the oversight provided by the Office of 
Management and Budget and Congress, the Corporation benefits from multiple additional forms of 
oversight, including: 

■ The Corporation’s Board of Directors is determined by statute and consists of the heads 
of the federal financial regulatory agencies (the Federal Deposit Insurance Corporation, the 
National Credit Union Administration, the Federal Reserve System, the Office of the 
Comptroller of the Currency, and the Office of Thrift Supervision) along with the Secretary 
of HUD - or their designated appointees. This is an active Board, meeting at least quarterly 
as a full Board, and further carrying out their fiduciary and oversight responsibilities through 
a series of Standing Committees. 

• Annual Audit; NeighborWorks America undergoes an annual third-party financial audit. In 
the last five years (FY 2006, FY 2007, FY 2008, FY 2009 and FY 2010) NeighborWorks 
America received a clean, unqualified audit opinion and received no management letters- an 
accomplishment that demonstrates an exceptionally high level of confidence by the external 
auditors in the Corporation’s internal controls and management. 
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■ Internal Auditor: To assure compliance with established financial and operational 
procedures, NeighborWorks America employs a full-time Internal Auditor and staff whose 
responsibilities are similar to those of an Inspector General in larger federal agencies, and 
involve a continual review of financial transactions, internal controls and adherence to 
established procedures. The Internal Auditor reports directly to the Corporation’s board of 
directors. 

■ Chief Financial Officer: NeighborWorks America’s CFO is responsible for financial 
planning, budget forecasting, preparation of the organization’s budget, and implementing 
financial best practices to enhance the organization’s efficiency and effectiveness. 

• Interna] Performance Measures: NeighborWorks America uses quarterly and annual 
internal performance measures at the corporate and divisional level to track progress and 
monitor performance. 

Nation’s Largest Trainer of Affordable Housing and Community Development Practitioners: 

In addition to its support of local NeighborWorks organizations, NeighborWorks America is the 
nation’s largest and most highly regarded trainer of affordable housing and community 
development practitioners, advancing the skills and performance of the broader community 
development field through its highly regarded NeighborWorks Training Institute and other training 
programs. 

In FY 2010, NeighborWorks America awarded 20,300 training certificates to practitioners from 
3,300 organizations and municipalities at four NeighborWorks Training Institutes (attended by an 
average of 1,800 participants at each) and through 285 regional trainings and 15 web-based e- 
leaming courses. 

In FY 201 1 and FY 2012, NeighborWorks America will continue to deliver efficient training of the 
highest caliber in such areas as affordable housing development; housing property and asset 
management; homeownership education and counseling; foreclosure intervention counseling; 
community stabilization; energy efficient design, rehab, and management; community economic 
development; and nonprofit management and leadership. 

Administrator of the National Foreclosure Mitigation Counseling Program: 

NeighborWorks America had already distinguished itself as a nationally recognized leader in the 
fight against foreclosures (having created the NeighborWorks Center for Foreclosure Solutions in 
2005) when in FY 2008, Congress asked NeighborWorks America to administer the National 
Foreclosure Mitigation Counseling Program. 

The legislation establishing the NFMC program required NeighborWorks America to design and 
deliver the launch of the program and award foreclosure counseling grants within 60 days of 
enactment of the legislation. NeighborWorks America met that aggressive timeline. 

Over the past three years, a total of $475 million has been appropriated to the NFMC program. 
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At this point, more than 1.16 million homeowners facing foreclosure around the country have been 
counseled by the 1 ,700 grantees and sub-grantee foreclosure counseling agencies receiving fimding 
from the NFMC program. 

And, the NFMC program is making a real difference. Simply put, foreclosure counseling works. 

An independent third-party evaluation of the NFMC program by the Urban Institute in December 
20 1 0, found that troubled homeowners who receive NFMC counseling achieve better results for the 
economy, their communities, and their families: 

• Homeowners who received counseling through NFMC were almost 70% more likely to cure 
their foreclosure than if they had not received NFMC counseling; 

■ NFMC clients who received loan modifications reduced their loan payments by $267 more 
each month ($3,200 per year) than homeowners who received modifications but did not 
work with a counselor; and, 

• Homeowners in serious delinquency or foreclosure who received NFMC counseling and 
received a loan modification after counseling were 53% more likely to cure their loan 
defaults than were homeowners in similar situations, without NFMC. And homeowners 
increase their relative odds of remaining current on their loan modification payments by 
45% with NFMC counseling. 

These findings speak volumes about the value of foreclosure counseling and the vital role 
counselors play in helping homeowners find solutions to foreclosure. And the benefits of 
foreclosure extend far beyond the individual homeowners. 

When homes go into foreclosure, the impact reaches far beyond the individual homeowners who 
lose their homes. Foreclosed homes affect the entire community. As foreclosed properties are 
abandoned, the value of surrounding homes declines and other homeowners have difficulty selling 
or refinancing their homes, leading to further disinvestment in communities. As a result, local 
property tax collections decline, affecting schools and government services, creating a downward 
spiral that is detrimental to the entire community - and ultimately to the local, regional and national 
economy. 

With more than 13 million families currently “underwater” on their mortgages (meaning they owe 
more on their mortgage than their home is worth), and projected foreclosure rates at 1.75 million to 
2 million in FY 2012, support for foreclosure counseling will still be necessary. 

NeighborWorks America continues to be an outstanding steward of federal resources with the 
NFMC program, having developed efficient application review processes, program administration, 
and compliance monitoring. In the most recent, fourth round of NFMC funding, communities 
across the country were able to put the funds to use just four months after funds were appropriated. 
This quick turn-around ensures timely assistance for families in crisis, as well as retention of 
experienced foreclosure counselors by the housing counseling agencies. 
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In each NFMC grant round, the demand for funds from nonprofit foreclosure counseling agencies 
and State Housing Finance Agencies has far exceeded the amount available - even after a request 
cap had been imposed. 

Quality Control and Compliance in NFMC 

Through a competitive process, NeighborWorks America awarded a contract to Mayer Hoffman 
McCann (MHM), a national Certified Public Accounting firm with over 30 locations across the 
country, to conduct remote and on-site quality control and compliance monitoring of NFMC 
grantees and sub-grantees. Grantees were notified of any findings cited by MHM during their 
compliance review, and NFMC staff then works with grantees that were identified as having 
findings through the review, to ensure that any deficiencies are appropriately addressed. 

Foreclosure Intervention Training: Building Foreclosure and Default Mitigation Counseling 
Skills and Performance 

As directed by the NFMC legislation, NeighborWorks America has used a portion of the 
appropriated NFMC resources to train and certify nonprofit mortgage foreclosure and default 
mitigation counselors. NeighborWorks America will direct $3 million of its requested $80 million 
NFMC FY 2012 appropriation to NFMC foreclosure counseling training. 

Training for foreclosure counselors remains a critically important component of foreclosure 
mitigation response through FY 2012. First, relatively high turnover rates among modestly 
compensated foreclosure counselors who experience very high levels of stress in their daily 
interactions with distressed borrowers mean that new counselors need to be hired, trained and 
certified. Second, both experienced and new counselors require ongoing additional training as 
federal regulations and legislation and industry practices evolve related to servicer processes, loan 
modifications, mediations, workouts, refinancing and other assistance for delinquent homeowners. 

To meet these training needs, NeighborWorks America established an aggressive program to train 
foreclosure counselors across the country through a combination of multi-course, week-long 
trainings at national NeighborWorks Training Institutes and other regional venues, and specialized 
place-based training events. NeighborWorks America offers a Foreclosure Prevention Counseling 
series of courses involving both online and classroom training, exams and certifications that all 
conform to the National Industry Standards for Foreclosure Intervention Counseling. 

In FY 2010, NeighborWorks America awarded more than 7,550 training certificates in foreclosure 
intervention-related coursework to individuals from more than 2,400 organizations at 
NeighborWorks America’s four National Training Institutes, 1 50 Place-Based Trainings in more 
than 60 cities, and online learning courses. 

In FY 2012, at the requested Appropriation level of $80 million, NeighborWorks America will 
provide the critical support for foreclosure counseling that is still necessary to move the country to 
recovery. 
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Ad Council Campaign: 

To reach the millions of homeowners in danger of losing their homes, NeighborWorks America, in 
partnership with the Ad Council, created a national public outreach campaign in 2007. The Ad 
Council campaign has been financed primarily by private sector funds from NeighborWorks 
America’s partners. The campaign has continuously ranked in the top 10 of all Ad Council 
campaigns, reached millions of households and garnered well over $125 million in donated media. 

Loan Modifrcation Scam Alert Campaign 

The collapse of the mortgage markets and the downturn in the economy has led to a wide array of 
mortgage modification and rescue scams. These scams use high-pressure sales tactics to convince 
homeowners to pay high fees for “guaranteed” mortgage modifications - or in some instances 
convince borrowers to unknowingly sign over the deed to their homes based on empty promises to 
save homes from foreclosure. 

In response to this disturbing trend, NeighborWorks America, with Congressional support and $6 
million in federal funding, launched “Scam Alert” - a multi-language anti-rescue scam public 
education campaign — in October 2009. The Campaign includes events in 25 markets identified as 
high-risk targets for scam artists; radio Public Service Announcements; creation of a 
LoanScamAlert.org website, where individuals can report scams;, and distribution of collateral 
materials including brochures, posters, billboards and door hangers, which list tips to avoid 
becoming the victim of a mortgage rescue scam. 

NeighborWorks America has partnered with a broad cross-section of other organizations on the 
“Scam Alert” campaign including: HUD, Treasury, FTC, Department of Justice, Faimie Mae, 
Freddie Mac, Lawyer’s Committee, State Attorneys General, FDIC, the WNBA and others. Almost 
250 local partners have registered on LoanScamAlert.org (including a number of police and sheriff 
departments). 

As of November 30, 2010, the campaign’s Public Service Announcements (PSAs) had aired over 
30,400 times in 70 markets in English, Spanish, Korean, Chinese, and Vietnamese, and garnered 
more than $4 million in total donated media. Further, as a result of the campaign, more than 15,000 
official complaints have been filed with law enforcement authorities regarding scams. 

Homeownership Education and Counseling: 

From our experience, we know that the best defense against delinquency and foreclosure is 
objective education and advice before a borrower begins shopping for a home and selecting a 
mortgage product. The most reliable and trusted home-buyer education and counseling is provided 
by objective non-profit agencies (including local NeighborWorks® organizations and other HUD- 
approved nonprofit housing counseling agencies) that put the consumers’ and the communities’ 
interest first. Homeowners’ odds of success are increased even further when they have access to 
post-purchase education and counseling. 
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To ensure that consumers have access to the highest quality pre- and post-purchase homeownership 
counseling, NeighborWorks America, together with other industry partners, developed the National 
Industry Standards for Homeownership Education and Counseling, which set standards for high 
quality and ethical services, covering everything from counselor training and certification 
requirements to the content areas covered, performance criteria and recordkeeping. 

Local NeighborWorks organizations can attest that the customers who receive proper pre-purchase 
and post-purchase education and counseling are much more likely to be successful long-term 
homeowners because they have been properly prepared. They are not the individuals that end up in 
trouble and at risk of default because of bad mortgages. 

NeighborWorks’ role in Rental Housing: 

While the desire to own a home is strong across all socioeconomic groups, clearly homeownership 
is not for everyone. Currently more than one-third of Americans live in rental housing. And the 
deterioration of existing rental housing in many areas of the country has a blighting impact on entire 
communities. Therefore, many NeighborWorks organizations focus on the development, 
acquisition, rehabilitation and management of viable and high quality rental housing, which 
represent an important asset to their communities. 

The NeighborWorks network, which collectively owns and manages more than 80,000 rental 
housing units, represents one of the nation’s largest nonprofit group of owners - providing safe, 
attractive and affordable rental opportunities, which serve as an asset to the broader community. 
NeighborWorks organizations also provide enhanced resident service programs - such as after- 
school programs, financial education and employment training - to more than 3 1,000 residents in 
their apartment and rental communities. 

Regarding the $35 million in Capital Grants provided as part of NeighborWorks America’s 
FY 2010 appropriation: 

In 2010, NeighborWorks America awarded the $35 million in capital grants just six months after 
they were appropriated by Congress - and communities began to put the funds to immediate use. 
This rapid deployment of capital is another example of NeighborWorks America’s ability to operate 
nimbly, responsively, and efficiently. 

In addition to enabling organizations to acquire and rehabilitate properties, the $35 million in capital 
grant funding also served as a stimulus to local economies. NeighborWorks America estimates that 
this $35 million capital grant appropriation will support the rehabilitation of 4,000 units of 
affordable housing. 

Leveraging Private-Sector Resources: 

Beyond the Corporation’s leadership in addressing the foreclosure issue, for more than 30 years, the 
NeighborWorks system has been an effective and efficient model for leveraging significant private 
sector resources in support of locally-directed community revitalization, and affordable housing 
efforts. 
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Just one indicator of the value of NeigliborWorks America is reflected in the fact that in FY 2010 
alone, supported by a core appropriation of $168 million, local NeighborWorks organizations 
generated more than $3.93 billion in direct investment in America’s communities, primarily from 
the private sector. 

At a time of scarce federal budget dollars, an investment in NeighborWorks America is an efficient 
and effective use of taxpayer dollars. 

NeighborWorks America’s grant dollars to local community-based nonprofit organizations have a 
catalytic impact on communities, and are leveraged many times over - attracting private sector 
funding to create and preserve affordable rental and homeownership units, generating additional 
economic impact and creating and sustaining jobs in local communities across America. 

Closing: 

In closing, I would like to point out that with the funding requested in this Budget Justification, the 
Corporation will provide grants, a wide array of programmatic support, training and technical 
assistance to the national NeighborWorks network, as well as to thousands of other community 
development practitioners across the country. 

NeighborWorks America believes that an investment in its network of the finest community 
development nonprofit businesses that can rapidly convert resources into community improvements 
and jobs, and an investment in the Corporation’s proven strength in training the broad community 
development field, are important strategies as the nation moves towards recovery. 

On behalf of NeighborWorks America, and the hundreds of thousands of individuals and families 
served by the NeighborWorks network across the country, I thank the Conunittee for its past 
support and for your consideration of the Corporation’s FY 2012 budget request. 
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Mr. Latham. Thank you both for your testimony. I really have 
a couple of just basic questions. And you touch on it in your testi- 
mony. 

But since Public Law 111-117 was signed into law on December 
16, 2009, can you tell me how many homeowners HUD has pro- 
vided direct assistance to with the $88 million provided? And I will 
ask the same question to Ms. Fitzgerald. 

Ms. Fitzgerald. For the NFMC Program, we have counted ag- 
gregate numbers. So since the inception in 2008, it has been 1.1 
million. I can say that in the fiscal year 2010 funding, which we 
call Round 4, 81 percent of the grant funds have been essentially 
expended of the counseling grant funds and 53 percent of the 
grantees are out of money. So they are actually waiting. If we are 
able to have a fiscal year 2011 program, they are waiting for that 
money. And I can get you the specific units for that number. 

Mr. Latham. If you would, please. 

Ms. Bott. We have had three million homeowners receive coun- 
seling. And as I mentioned in the testimony, a large portion of that 
is for foreclosure mitigation in today’s environment versus what it 
was in 2007. 

Mr. Latham. Is that direct assistance? 

Ms. Bott. HUD does not provide direct assistance. All of our as- 
sistance would be provided through grant funds, through grantees 
or subgrantees. So HUD doesn’t do any direct counseling. So that 
would be counting who we funded. 

Mr. Latham. Again, very broad, but as far as the goals in hous- 
ing counseling, is the goal fewer foreclosures? You have got less 
people buying houses. It seems like it would be somewhat difficult 
to gather data on all the efforts. Each of you, how do you measure 
success? 

Ms. Bott. I think it is cyclical in different markets related to the 
type of counseling or the majority of counseling. Obviously today a 
large percentage, close to 50 percent, is foreclosure preventions. 
And the fact that the consumer has, or homeowner has a non-fore- 
closure outcome, and we provided some of the statistics within the 
testimony, whether that be modification, refinance in some cases, 
it is a grateful exit short sale or deed in lieu versus foreclosure, we 
consider that a success related to the foreclosure mitigation. There 
are other types of counseling, reverse counseling, prepurchase 
counseling, rental assistance counseling, and some of that is more 
difficult to measure. But the education that we provide those home- 
owners to make good decisions, or renters, we think is essential in 
today’s market. 

Ms. Fitzgerald. I think the basic value of counseling is to help 
a consumer really understand what can be a very complicated fi- 
nancial transactional mortgage product, right? So if that is in a 
pre-purchase, we think that the goal is to get that consumer before 
they start shopping or looking for a home to understand the re- 
quirements of home ownership and to understand the mortgage 
process. 

In a foreclosure situation, again there is many different options 
available. So we are helping them to navigate that. As you well 
know, the servicers are overwhelmed and really can’t spend that 
time explaining that. 
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For the foreclosure side, we have a study done by the Urban In- 
stitute that Ranking Member Olver noted that does demand suc- 
cess in the foreclosure intervention counseling. Families who came 
to a foreclosure counselor were 70 percent more likely to cure their 
foreclosure. They reduced their loan payments by $267 a month 
compared to a similar comparison group of clients, and their odds 
of remaining current on their loan payments was increased by 45 
percent. That was all from data taken from servicer reported data. 
So it wasn’t data reported by the counselors or by the individual 
homeowners. It was servicer reported data that the Urban Institute 
was able to get access to. 

Mr. Latham. I am almost out of time. Why don’t you go ahead, 
Mr. Olver, if you would. Are you ready? 

Mr. Olver. I am always ready, Mr. Chairman. Thank you. 

My impression is that the NeighborWorks program is solely for 
foreclosure counseling. Is that foreclosure mitigation counseling? 

Ms. Fitzgerald. That is absolutely correct. 

Mr. Olver. Now, in the testimony that — Ms. Bott, you have 
given the written testimony. It lists the Housing Counseling Pro- 
gram supports the delivery of a wide variety of housing counseling 
services to potential home buyers, homeowners, low- to moderate- 
income renters, and the homeless and goes on to then say coun- 
selors provide information that improve their housing conditions 
and choices, avoid foreclosure, access government assistance pro- 
grams and understand the responsibilities of tenancy and home 
ownership. So yours is a much broader — it isn’t solely related by 
any means to foreclosure situations, though I think I heard you 
say, and correct me if I am incorrect, if I am wrong, that you said — 
I think you used the word “vast” majority of your monies was going 
into foreclosure counseling. Did I hear you correctly? 

Ms. Bott. So in today’s environment, we have seen an increase; 
in 2007 about 15.7 percent of our counseling activities were fore- 
closure mitigation. Today, it is 47 percent. 

Mr. Olver. That is not a vast majority. It is still under 50 per- 
cent. 

Ms. Bott. Correct. 

Mr. Olver. And normally it would have been a much lower num- 
ber? 

Ms. Bott. Correct. 

Mr. Olver. So in this atmosphere, you have moved somewhat to- 
ward this foreclosure issue? Let me ask you. You are saying that 
you have provided services to three million families in the past 
year. Is that what it is meant to be the case in the past year out 
of the funding that was provided in the 20 

Ms. Bott. Fiscal year 2010. 

Mr. Olver. In the 2010 budget you provided counseling to that 
number of million or is that also a cumulative number over time? 

Ms. Bott. No. It is during the fiscal year 2010. It was 2009 fund- 
ing appropriations. 

Mr. Olver. Funding out of the 2009 funding? 

Ms. Bott. Correct. During the fiscal year 2010 the activity hap- 
pened. 

Mr. Olver. That you provided. Well, then the incidence then of 
service, the unit value of service for the number of dollars must be 
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much lower than the value of service — I cannot quickly calculate in 
my head because I don’t have the figures right in my head or I 
would have. It must be a considerably lower number than the serv- 
ice that is provided under NeighborWorks, which is for 1.16 million 
households out of their slightly larger amount that is available to 
you. 

Ms. Bott. I think the key difference is HUD administers but our 
primary function is to deliver grant funds to housing counselors 
where NeighborWorks delivers funds to counselors as well as pro- 
vides counseling service. 

Ms. Fitzgerald. I think that HUD is probably counting all of the 
activities that its counseling agencies are doing whether HUD is 
funding them or not. I think that — whether HUD is providing the 
direct funding for that. So in NFMC, what we are telling you — the 
numbers that we provide to you are clients who are paid with 
NFMC funding. Many of our counseling — many of the HUD-ap- 
proved intermediaries and other counseling agencies might get 
funding from other sources, not just HUD but maybe there is some 
State funding or some other foundation support that is giving them 
money for foreclosure counseling. For NFMC we don’t count those 
clients. We are just counting the clients that we are directly paying 
for. I think you are probably counting all of the activity of the 
HUD-approved counseling agencies. 

So, yes, there is a differentiation. We have 2,700 approved HUD 
counselors. We do not provide grant funding to all 2,700. So we do 
create some regulations and standards that counselors may exist 
for credibility, ensuring that they are complying with HUD stand- 
ards. We may not specifically be funding them. 

Mr. Olver. Because you provide services to a much broader 
group of people, which has grown in this crisis from 15 percent to 
47 percent or thereabouts, it is exceptionally difficult to compare 
exactly what the agencies are doing. The NeighborWorks is purely 
foreclosure counseling and I don’t see any numbers in your testi- 
monies that indicate what proportion of the families actually avoid- 
ed foreclosure through the counseling that either of you provided. 
We are really trying to compare apples and oranges here without 
having a discrimination sufficient enough to tell how they should 
be compared. I think this is much of the difficulty that we are com- 
ing under. 

I will continue later. 

Mr. Latham. You actually were asking my next question. 

Mr. Olver. I am sorry. 

Mr. Latham. No. Great minds think alike. 

Mr. Womack. 

Mr. Womack. I have only got a couple of questions before I have 
to excuse myself, Mr. Chairman. Thank you for the opportunity, 
and I appreciate the testimony of the people here today. 

We are in this era right now where we are trying to figure out 
how to finance government, how to do more with less, work smart- 
er and not harder and much more efficiently. And I am new to this 
congressional process, even though I have gotten a background as 
a mayor of a city. But how can I be sure that we are not seeing 
duplication here? The chairman had talked a little about duplica- 
tion in his opening comments and how can new Members of Con- 
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gress like myself be able to discern between programs and under- 
stand where there is duplication and where there is not? 

Ms. Fitzgerald. In general, we feel that the programs are com- 
plementary. HUD’s breadth in being able to fund prepurchase edu- 
cation rental counseling, which often helps the families who might 
have been in foreclosure but are looking for a place to live, the re- 
verse mortgage for elderly homeowners and the homeless assist- 
ance obviously are very complementary, the foreclosure interven- 
tion. Even in situations where grantees are using HUD dollars to 
specifically fund foreclosure intervention, it is very clear in our pro- 
gram requirements that that can’t be used for the same — they can’t 
use the same dollar for the same activity, and that is very clear 
and that is something we look for when we go on site. So I think 
that those two things are very complementary. 

We talk with them often about challenges and issues we are see- 
ing, how can we improve the capacity of the counselors. So I think 
we are both there trying to make sure that this crisis that is really 
hitting families and communities so hard, we are trying to mitigate 
what we can with that. So I think we are doing a very good job 
of trying to both bring something to the table and not duplicate. 

Ms. Bott. Yes, I would agree with Eileen. We are complementary 
services. We have had a longstanding relationship, HUD and 
NeighborWorks. I do want to kind of differentiate some of the key 
activities that HUD maintains that NeighborWorks leverages. We 
regulate HUD-approved counseling agencies across the country, in- 
cluding NeighborWorks. We establish and administer criteria for 
the approval of counseling agencies and counselors. So we set the 
standards. We make regulatory housing standards within the mar- 
ketplace and we provide on-going oversight and monitoring. 

The thing we know today as it relates to funding housing coun- 
selors, is the demand outpaces the supply as it relates to trained 
counselors. So HUD definitely leverages the experience of 
NeighborWorks in using training and getting out to create more 
qualified housing counselors in the marketplace to ensure that the 
supply is sufficient to meet the needs of the marketplace. 

Ms. Fitzgerald. And just one clarification. HUD doesn’t regulate 
NeighborWorks on the NFMC Program or all of our activities. 
NeighborWorks, as are many non-profits, is a HUD-approved inter- 
mediary. So we in that 1.2 to $1.7 million that we get as a HUD- 
approved intermediary that we pass through directly through 
NeighborWorks organizations, that is the role HUD has, but not in 
overseeing the rest of NeighborWorks. 

Mr. Womack. Not long ago as it relates to foreclosures, I saw a 
publicized piece, I think it was on 60 Minutes, regarding voluntary 
foreclosures. And in the foreclosure mitigation business, when we 
are counseling people on foreclosures, is any of our money going to 
advise or counsel people on the subject of when they are making 
their payments but their home is under water, seriously under 
water, in the area of voluntary foreclosures? 

Ms. Fitzgerald. Kind of in a short sale or choosing to give 

Mr. Womack. Yes, ma’am. 

Ms. Fitzgerald. Yes. Absolutely. When a counselor meets with 
a homeowner, they really try to work with them about what their 
options are in total. And one of the values that a counselor brings 
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is working with that family on their budget and is there any way 
that they can he able to make that mortgage payment or even if 
they could get a loan modification if that was realistic. Some of the 
hard work a counselor does is sometimes making a family realize 
they can make some budget change, but the other is there really 
is no modification here that is going to help you and the best solu- 
tion for you and your long-term credit is to try to get a short sale. 
And that is the hard work a good counselor does every day. 

Mr. Womack. But assuming a person is capable of meeting the 
demands of that mortgage, assuming that premise, are we coun- 
seling people to let it go? 

Ms. Bott. Yes. So certainly we are not coaching or asking coun- 
selors or advising them to tell borrowers just to strategically de- 
fault, which I think is what you were 

Mr. Womack. Yes, ma’am. 

Ms. Fitzgerald. I just would add that part of the NFMC re- 
quirement is a budget analysis from the start. So the counselor 
goes through the budget. It is clear if the family can pay it they 
are going to say you need to pay it, you have a mortgage obligation. 

Mr. Womack. Thank you, Mr. Chairman. I yield back. 

Mr. Latham. We can come back if you can make it. You can sub- 
mit for the record, too. 

I guess I am still somewhat confused, I think in the same line 
as Mr. Olver, that the 88 million, if you add 3 million people, that 
is about $29 per family helped, and I guess you are saying you are 
leveraging with a lot of other outside investment. Part of that — ^you 
say that NeighborWorks funding is supplementing housing coun- 
seling at HUD so you can invest in other forms of housing coun- 
seling service. However, you also stated the foreclosure prevention 
counseling made up about half of last year’s funding. That was at 
47 percent. If NeighborWorks is supplementing HUD’s activities, 
why are you still focusing most of your resources on an activity 
that they are already doing and it would almost seem a little bit 
more lo^cal to actually have one agency do it as far as the coun- 
seling like NeighborWorks rather than to have them give you 
money to do the same thing that they are already doing when you 
have got these other people that, whether renters or the reverse 
mortgages and counseling, things that you should be doing. 

Ms. Bott. Just to clarify, HUD approves housing counselors and 
the $3 million covers all HUD-approved counselors. So there are 
2,700 HUD-approved counselors, yet we do not fund all 2,700. If 
you want to think about a HUD-approved counselor as kind of a 
certification, whether or not I am receiving HUD’s funds is a dif- 
ferent story. So the $3 million would cover all HUD-approved coun- 
selors activity, not just those that HUD paid specifically for the 
counseling services. 

Mr. Latham. But when I asked the question earlier, you said 3 
million is what you pay for. 

Ms. Bott. So I will clarify. Three million homeowners were 
helped through HUD-approved counselors. That is not what we 
paid for specifically through our grant funding. The $88 million 

Mr. Latham. How many do you pay for? 

Ms. Bott. Can I answer your second question while we get that 
number? 
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Mr. Latham. Okay. 

Ms. Bott. From a demand standpoint, the 47 percent isn’t nec- 
essarily defined by HUD what percentage is going to go for fore- 
closure counseling. Clearly it is a demand in the market for what 
consumers are coming to the housing counselor and needing. If we 
did not have HUD and the NFMC working through foreclosure 
intervention today, I believe there would be a significant shortage 
of housing counselors able to help the consumers today. So while 
we do meet the needs of the economic cycle and expand with in- 
creased foreclosure counseling, we do continue to support all of the 
other services that are needed in the marketplace today, albeit not 
as high. There are not as many purchasers in the market who are 
looking for pre-purchase counseling as there was in 2007. 

Mr. Latham. Is there something you want to add here? 

Ms. Bott. In FY 2009, $65 million was appropriated for the 
Housing Counseling Program. The housing counseling activity oc- 
curred in FY 2010. The program served 108,959 households with 
58 million awarded in grants for direct counseling services. Five 
million dollars was awarded for training grants and $2 million for 
administrative contracts. The cost per client would be approxi- 
mately $532. 

Mr. Latham. Okay. In your request, there is $5.5 million to train 
4,400 counselors, which is about 1,250 per counselor trained. Ms. 
Fitzgerald, your budget requests $3 million to grant 7,500 training 
certificates, which is about $400 per certificate. Why does HUD 
cost so much more than NeighborWorks does or are they not the 
same thing? 

Ms. Fitzgerald. Well, training certificates sometimes — a coun- 
selor could come to a week of training and go to one very long 
course or they could go to two courses. So we also give certificates 
for e-learning, right? So there is a different range 

Mr. Latham. For what? 

Ms. Fitzgerald. E-learning. So we have a few courses that coun- 
selors can take over the Internet basically. It is a course that we 
have invested a lot of time in. They take a little test at the end. 
But if they can’t make it to physically get to a course. So there is 
a range. So one certificate cost might be $900 and another one 
might be 1,400. Our average is probably right around 1,200. So we 
can look at those numbers and see, but I think they are actually 
very close. 

Mr. Latham. Your request says 3 million for 7,500 certificates. 

Ms. Fitzgerald. Certificates. But if we were going to figure out 
by people — ^because one person might get several certificates. I 
think HUD’s comment was how many people. So if I am one indi- 
vidual counselor and I go to a training where I get two certificates, 
a 3-day training and a 2-day training, two certificates but HUD 
counts that as one person. 

Mr. Latham. What is the difference in certificates? 

Ms. Fitzgerald. Sometimes we have a course that is a 5-day 
course and sometimes we have a course that is a 3-day course? 

Mr. Latham. What is the content difference? 

Ms. Fitzgerald. The content, there is a whole range. There is 
a course on mortgage lending, right, that we found that foreclosure 
counselors — that I think is a 3-day course or 2-day course. There 
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is advanced foreclosure counseling where they actually go through 
case studies every single day. That is a 5-day course. We can cer- 
tainly provide that information, but it is a range and we just count 
certificates. But we can also get back to you on numbers of people. 

Mr. Latham. My time has expired. Mr. Olver. 

Mr. Olver. Thank you. We are going back and forth here rather 
too quickly for me to think clearly about what is going on here. It 
seems to me that both of you work through intermediaries. Now, 
there must be some of these intermediaries that are overlapping 
intermediaries. Would that be correct? Some of the agencies, some 
of the 2,700 would also be some that NeighborWorks use, is that 
correct? 

Ms. Fitzgerald. Yes. By statute 

Mr. Olver. What would you guess would be the overlap, is it 10 
percent where it is agencies using some set of services, which 
doesn’t necessarily mean that they were doing overlapping fore- 
closure services? 

Ms. Fitzgerald. Right. By statute, part of the eligible applicants 
are HUD-approved intermediaries and that was in the law. So 
there are 18, 19 HUD-approved intermediaries right now that re- 
ceive NFMC funding. They then work with several agencies. We 
also give money directly to State housing finance agencies, again 
by statute. HUD does not typically go to State housing finance 
agencies. But those State housing finance agencies have a network 
of typically HUD-approved counseling agencies. 

The NFMC money goes across the Nation to about 1,700 sub- 
grantees and most of those are, if not all, are HUD-approved coun- 
seling agencies. So, yes, there is a huge overlap in who is doing the 
service, but I can tell you NeighborWorks organizations do both 
pre-purchase education and foreclosure intervention. In many com- 
munities where housing prices were very high and families who 
said you know what, I cannot pay that, I am not going to take an 
ARM, they went and they waited, they have saved up some money 
and now they are saying I need some assistance in figuring out 
how to buy a home. So they have a lot of demand in those kind 
of communities at the same time they have foreclosure demand. 
They have two different counselors usually working that demand. 

Mr. Olver. We are so short here. We are going to go round and 
round and round. I find these numbers exceptionally difficult to 
sort out. I have no particular problem with the issue that Mr. 
Womack raised earlier here because I have the feeling that most 
of the people that are under water got there because of totally irre- 
sponsible operations on the part of our largest investment banks in 
causing this housing crisis in the first place. And so if they feel 
that they have been drawn into a situation, I am understanding — 
let me try to get back to some base numbers here. I think we have 
about 50 million mortgages in this society these days. There are a 
lot of people that they have paid off mortgages. But that is what 
I have been hearing lately. Is that a number that comports some- 
where closely to what you understand are the number of mortgages 
that are extant? 

Ms. Fitzgerald. I am honestly not sure. 

Mr. Olver. You are not sure. Let me follow that one with a com- 
ment that I saw a report in the newspaper, or one of the news- 
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papers just recently, that there were about 10 million that were 
now under water. That is 20 percent of all of the mortgages. I 
think it was out of the same article that I also got actually 47.9, 
I think it was, million as the number of mortgages. That strikes 
me as still a huge number of mortgages under water. The housing 
market is not coming back. Some of those are still going — the num- 
ber of filings are a totally different set of numbers that you see. 
What is under water doesn’t necessarily mean it is going to be filed 
for foreclosure and not all of the filings for foreclosure end up being 
foreclosed. 

Now, I use the figure that there have been something over 3 mil- 
lion actual foreclosures. I had earlier thought that it was much 
higher than that. We have gone through 2007, 2008, 2009, 2010 
with heavy foreclosures and underwater rates and filings rates 
and, Ms. Fitzgerald, you had mentioned that we are expecting — I 
don’t know how we expect — expecting 2 million more in 2011, more 
foreclosures, which suggests to me that my number of 3 million is, 
in fact, a good deal more than that that have actually foreclosed 
up to now. 

How does one get a straight set of numbers out of these things 
that one can really understand the impact and the totality of this 
disaster that has occurred in the housing market? And why you are 
doing what you are doing? 

Ms. Fitzgerald. The 2 million is from a Moody’s Analytics esti- 
mate. I agree. Every estimate that I have seen — and that is for 
2012. For 2012, it goes between 1.8 and 3 million. Now, whether 
that is actually going to happen, we look for those numbers the 
same. We do know that there are families out there every day be- 
cause we have unprecedented demand for the counseling piece. So 
we can certainly get back to you on all of the numbers we have col- 
lected. 

Mr. Olver. I think it would be wonderful if we could figure out 
how many of the people that you actually gave foreclosure coun- 
seling to, either or both of you, if you could go back and identify 
this family avoided foreclosure and quite often that ends up going 
back into filings at a later time and again the data are so conflated 
that it is nearly impossible, it is a mess to try to figure this out. 

Ms. Fitzgerald. The Urban Institute report took a substantial 
sample and we can go back and tell you from that sample what 
percent of them actually have avoided foreclosure and Urban Insti- 
tute would argue that we could apply that to the universe. Trying 
to track every single borrower is incredibly difficult. As you know, 
part of the challenge is that we see a borrower, the servicers some- 
times take 9 months, sometimes 12 months to get to an outcome. 
So that is challenging to track. But this is the best data I think 
that is out there and we can definitely get back to you on the ac- 
tual number if we apply that percentage. 

Mr. Latham. Thank you, Mr. Olver. Mr. Dent. 

Mr. Dent. Thanks, Mr. Chairman. I only have one quick ques- 
tion. NeighborWorks, are you doing deconversions — do you sup- 
port — what I am saying is do you support with your money, do you 
send monies to the States, it trickles down to the local level that 
will be used for deconverting, say, apartment units in densely pop- 
ulated or urban areas to single owner occupied housing because 
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much of where I live we have a lot of single homes that were con- 
verted to apartment units. Are you doing much of that work? 

Ms. Fitzgerald. We actually have a NeighborWorks organiza- 
tion, Neighborhood Housing Services of Lehigh Valley that works 
in your 

Mr. Dent. I know you do. 

Ms. Fitzgerald. You know, the value of NeighborWorks is really 
trying to support locally driven solutions. So if there is local de- 
mand to take those properties and turn them back into single fam- 
ily owner occupied, yes, that is kind of the roots from where we 
come, is doing that single family owner occupied. But we don’t dic- 
tate any one strategy from Washington. We really try to work with 
our organizations and let them say locally they are working with 
their local governments, the private sector to say what is needed. 

In the older communities across the country, ensuring that those 
properties can be used for owner occupied single family is some- 
thing that we work on every day, whether that is helping rehab the 
property, helping get credit to that homeowner or doing home own- 
ership counseling to help them get into the home. 

Mr. Dent. The only reason I ask you is because in a lot of these 
older urban communities where you have these properties that 
have been converted, they have obviously become rental situations, 
more garbage on the streets, more children, more parked cars in 
neighborhoods that were never designed for that level of density. 
And that is why I was just trying to understand if you were taking 
an active leadership role in that type of initiative. 

Ms. Fitzgerald. The stability that home ownership brings — I 
mean, home ownership is getting some bad press these days. But 
the bottom line is home ownership does really bring stability to a 
community and people are invested in caring about that and mak- 
ing sure their trash is picked up and taken care of. NeighborWorks 
for all of our history has been about doing home ownership right, 
making sure families can afford the payments they are getting into 
and a house that makes sense for them and making sure that that 
house brings value to the community. So that is what we are doing 
every day, is making sure those communities are stabilized. We 
worry a lot with the real estate owned property out from fore- 
closure that investors are buying that up and they don’t care about 
that neighborhood. 

So again one of our courses actually for housing counselors is 
how for them to help homeowners who are buying our real prop- 
erties, real estate owned properties. It is a more challenging thing. 
So that is another example of where the counselor brings value. 

Mr. Dent. I yield back. Thank you. 

Mr. Latham. Thank you, Mr. Dent. I am still, I guess, hung up 
on the counselor thing a little bit. Ms. Bott, do you offer the same 
kind of credits that Ms. Fitzgerald does? Or certificates, I guess 
training certificates? 

Ms. Bott. Are we differenty types of training. I think one of the 
key ones — and they could be different — is certifying reverse mort- 
gage counselors to ensure that they meet our requirements to edu- 
cate the seniors and ensure that there is independence from the 
loan officer. So there are some certificates that we would provide. 
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It may not be all of the exact ones that NeighborWorks provides 
through their training. 

Mr. Latham. But you have certificates similar to what she has, 
same curricula? 

Ms. Fitzgerald. HUD provides through their counseling funds, 
contracts with NeighborWorks and other trainers to do training. So 
some of the people that we train and we give certificates to were 
funded through HUD’s training money. 

Mr. Latham. Tell me why you are not both doing the same thing. 

Ms. Bott. Because HUD is not actually doing the training. HUD 
is just funding a variety of partners. 

Mr. Latham. She is asking for $5.5 million to train 4,400 coun- 
selors, but you don’t train. 

Ms. Bott. The key difference between the activities that HUD 
does versus NeighborWorks is I would call them more feet on the 
ground. So we may disburse training funds to entities who perform 
training and define the standards that that training must conform 
to, even though we may not, specifically HUD, provide the training 
ourselves because we don’t have the staff or the capacity to do that. 

Mr. Latham. Should there be a revision or an amendment to the 
budget request? Because it specifically is for training 4,400 coun- 
selors at HUD. 

Ms. Bott. Not at HUD. HUD does not actually do counseling 
themselves and we don’t — our HUD employees 

Mr. Latham. This is for training counselors. 

Ms. Bott. Correct. 

Mr. Latham. But you don’t do that. 

Ms. Bott. We specifically, HUD employees do not do training. 
We develop the standards for the people who are going to perform 
the training and then we would provide funds for them to do train- 
ing within the standards that we have developed. 

Mr. Latham. So then you give the money to NeighborWorks? 

Ms. Bott. They are potentially someone who would receive 
money and they have in the past. 

Mr. Latham. How much money do you receive? 

Ms. Fitzgerald. We apply through the RFP as do others. It 
would vary from $2 to $3 million typically a year. And through that 
we enter a competitive process basically that HUD establishes. So 
there is no guarantee that we would have that next year. 

Mr. Latham. Who else gets the money? Two to three million goes 
to NeighborWorks, where does the rest of it go? Who gets it? 

Ms. Bott. National Council of La Raza got some, we fund other 
organizations that provide training. So last year, slightly over $3 
million of the training through the competitive process went to the 
NeighborWorks organization and then others who bid on training 
actually perform it. Once again, like I said, we develop the stand- 
ards that the training must conform to even though we actually 
compete the money out to the marketplace. 

Mr. Latham. Can you give me a list of the other groups that sup- 
posedly do the training? 

Ms. Bott. Absolutely. 

HUD awarded three housing counseling training grants with FY 
2010 appropriations. The National Council of La Raza was awarded 
$1,325 million, the Neighborhood Reinvestment Corporation 
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(NeighborWorks) was awarded $3.05 million and the National 
Community reinvestment Corporation was awarded $749,999. 

Mr. Latham. I didn’t know La Raza did training. I don’t know 
if you — John. 

Mr. Olver. At this point I am not sure I know what I know. 

Mr. Latham. But you do it well. I don’t know if you are ready, 
John. Go ahead. 

Mr. Olver. Thank you. I am not sure whether you finished com- 
menting, Ms. Fitzgerald. There was a recent preliminary report by 
the Urb^an Institute that tried to quantify the positive impact that 
the program participants have seen. And that is one of these things 
that we insisted in the creation of the program in the first place 
back in 2008, the 2008 budget, that there be studies done to know 
what the results were. Could you comment further on that study? 
And I will go quickly with this one, I think. 

Ms. Fitzgerald. Sure. We were required by statute to have an 
independent evaluation. We went through a competitive bidding 
process and chose the Urban Institute. What they did was create 
a comparison group of clients that matched the NFMC client pro- 
file. They used 25 different variables, they actually started with a 
higher number and then through several testings found that they 
could use 25 variables from income, to household size, to head of 
households, race, a variety of things. So that we got as close as we 
could in a comparison group. That comparison group had not gone 
through counseling and obviously the NFMC clients had. So then 
they — I am sorry. Go ahead. 

Mr. Olver. So it is meant to be an objective study of what the 
results are, a scientifically objective study on the part of the Urban 
Institute? 

Ms. Fitzgerald. Yes. 

Mr. Olver. Were there results that came out of that or have you 
only seen preliminary results at this point? 

Ms. Fitzgerald. We have had two — we have a first set of pre- 
liminary results. These are still — there is one more report they are 
due us. 

Mr. Olver. Are there things they are expecting in their findings? 

Ms. Fitzgerald. I think they are not that surprising to us be- 
cause we have seen counseling work on the ground a lot. I think 
to some others it was a little surprise. 

Mr. Olver. It is complicated. It is difficult stuff. 

Ms. Fitzgerald. For example, the fact that they found consist- 
ently the last time and this time that folks who went through coun- 
seling reduced their loan payments by $267 more each month. We 
think that is because those counselors really work with the families 
of the budget of what they can afford and they push back at the 
servicer when the servicer is saying this family can pay 45 percent 
of their income or X dollars and the counselor is saying they are 
not going to be able to pay the child care payment to keep them 
in their job, right? So that makes the client more successful and 
therefore they are showing a much less redefault rate on the loan 
modifications, which as you know has been somewhat of a chal- 
lenge. 

Mr. Olver. There is a fairly sizeable default rate on even those 
modifications as I am understanding. 
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Ms. Fitzgerald. Right, but under this they are much less likely 
to have a redefault. 

Mr. Olver. Let me ask a couple of things of Ms. Bott. I do know 
that the general program that you have been operating for coun- 
seling across the board, which covers financial literacy, rental as- 
sistance, homeowner counseling and so on, home buyer counseling 
and a variety of other things, that has been there for how many 
years? How long has that been in HUD’s portfolio? Do you know? 

Ms. Fitzgerald. A long time. 

Ms. Bott. I was going to say since I 

Mr. Olver. Long before you arrived there. How long have you 
been there? 

Ms. Bott. 1968. 

Mr. Olver. What? It has been longer than — when did we create 
HUD? Wasn’t it in 1975 or something? 

Ms. Bott. During the Great Depression. Well, at least the FHA 
loan was created. So I assume. 

Mr. Olver. All right. Let me not dwell on my faulty under- 
standing of when these were created. Because of this crisis, you 
went from 15 percent roughly. I am going to take that as a baseline 
over a period of time when we didn’t have a lot of foreclosures 
going on and that the other regular programs were then 85 percent 
of what you were doing in those years. I really don’t know how 
much money, how much increase there has been in the program 
monies during this crisis. But you are now up to almost half of it 
going into the foreclosure sort of thing and would you anticipate 
that if we ever get out of this continuing foreclosure and housing 
softness, and so forth, that you would go back to where you were 
doing the other? 

Ms. Bott. Once again, remember, demand does drive it, right? 
The consumer comes to the housing counseling agent. We have not 
received significant — we have asked for more, did not receive sig- 
nificantly more funding even though those numbers have changed. 
So in other words, in 2007 to 

Mr. Olver. So you kept the same amount of money. You have 
just shifted the money from other things that seemed to be more 
critical at the present time. 

Ms. Bott. Right. 

Mr. Olver. Is that right? 

Ms. Bott. The demand shifted it, correct. So there is stress on 
the 

Mr. Olver. That is a full enough answer. Let me go back to Ms. 
Fitzgerald and ask you. You have had a budget which was — you 
are asking for $138 million of which only $65 million is — $135 and 
$80 million — for 2012 you are asking 135, of which 80 is for fore- 
closure. 

Ms. Fitzgerald. No, 135 plus our $80 million for foreclosure. So 
a total of 215 

Mr. Olver. 215. In the 2010 budget, it was 168 and 65 or some- 
thing. What does the 135 go to if only 80 

Ms. Fitzgerald. Right. 

Mr. Olver. What does the 135 go to? 

Ms. Fitzgerald. It is the work that NeighborWorks does and our 
network does on a daily basis. So that helps us assist 270,000 fami- 
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lies and do the $4 billion in direct investment in fiscal year 2010. 
So the several organizations like 

Mr. Olver. So you took on this additional foreclosure mitigation 
at our request? 

Ms. Fitzgerald. That is right, sir. 

Mr. Olver. With money that we provided in that period of time? 

Ms. Fitzgerald. Yes. 

Mr. Olver. The rest of it is something that you have been do for 
how long? 

Ms. Fitzgerald. Over 30 years. 

Mr. Olver. Over 30 years. Maybe that helps. Thank you. 

Mr. Latham. She started when she was 6. 

Ms. Fitzgerald. Thank you. 

Mr. Latham. I think we all agree that taking more than a year 
to get appropriated funds out the door is simply unacceptable. And 
I believe that to solve the problem, we have got to really under- 
stand what is going on or what is going wrong. Ms. Bott, can you 
explain why it currently takes so long, how long should it take and 
what are you doing to fix it? 

Ms. Bott. It is one of our priorities to reduce the time frame 
across the agency to get notice of funding out the door. Just to help 
clarify, though, the process should not create a gap in funding be- 
cause 2009 is actually spent in 2010, 2010 is spent in 2011. If in- 
deed we sped up the process to be 30 days, we would have 2 years 
of funding actually happening within the same year. So consist- 
ently over time a previous year’s appropriation has actually been 
spent in the next year. 

Do you want me to clarify that? 

Mr. Latham. Yes, please. 

Ms. Bott. So when the monies in 2009 were appropriated, those 
monies were spent — typically go out the door on October 1st. So 
they are spent in the fiscal year 2010. So historically there hasn’t 
been a gap because the appropriation goes out the door for 2009 
the first day of the fiscal year 2010, spent in 2010, and then the 
process kind of starts over. It is not to say we aren’t focused on in- 
creasing the speed of the NOFA. It is within our employees per- 
formance standards to find ways to reduce the time frame. 

Mr. Latham. Can you 

Ms. Bott. Do you want me to walk through the process? 

Mr. Latham. Well, it sounds like it is some kind of budget anom- 
aly or something. In 2009, yes, we do the 2010 fiscal year funds. 

Ms. Bott. We award it and they are actually spent during the 
2010 fiscal year. So right now — or in 2010 — all the figures I gave 
you were based on 2009 appropriations were spent. Right now we 
are spending 2010 appropriations during the 2011 year. But I will 
give you a quick breakdown of what happens. We do draft the no- 
tice so it can go out to the market because it is a competitive proc- 
ess. Once drafted, it goes through HUD, 0MB, and other clear- 
ances to actually get out to the market. Once we get it to the mar- 
ket and publish it, we give grantees, intermediaries, subgrantees 
about 45 days to apply for the grant. So they would submit all of 
their paperwork to apply for the money. Then those grants — our 
applications come in. We have about 2 months probably internally 
to score those and determine what the allocations, who gets funds. 
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who doesn’t get funds and what portion of the funds that they get. 
We make that scoring decision and then we award the funds. 

There is a lengthy process that we are working to shorten that 
does go through to ensure that the funds are used responsibly, the 
scoring is accurate, and the funds are delivered to the agencies who 
meet the requirements of the NOFA. 

Mr. Latham. Ms. Fitzgerald, how do you do it differently? You 
seem to be able to — you don’t have all the hurdles. 

Ms. Fitzgerald. Yes, we have a different set of requirements. 
When Congress provided the NFMC funding to us, they made it 
clear that they wanted it to get out in 60 days. So we designed a 
program that we could get it out efficiently. So we have an on-line 
grant application system. We had created a structure of the pro- 
gram so each kind of unit of counseling is equal to a certain dollar 
value so that way we are reviewing the capacity of the organiza- 
tions, but we don’t necessarily have to review their business model 
and are they charging too much or too little. We were very clear 
for this activity you get this much money. So I think that helped 
it. And we were just committed to meeting the deadline and we 
have a lot of groups that are out of money and we know it is really 
important to get out there. 

Mr. Latham. I think the real problem is 0MB comes into play 
someplace. 

Ms. Bott. Did I mention that? 

Mr. Latham. Just kind of a follow-up on that. Your staff has in- 
formed the committee that HUD has about 154 people working on 
distributing $88 million and that money goes into intermediaries 
and, on the other hand, NeighborWorks has 25 people last year to 
distribute about $65 million. Why do you need 154 people, if they 
can not do that much different with 25 people? 

Ms. Bott. I will go back to what I talked about earlier regarding 
some of the differences between HUD and NeighborWorks. One, we 
do create the statutes and regulations as it relates to some of the 
overall regulatory standards — excuse me, not the statutes, but the 
regulations pertaining to these housing counseling agencies. We 
also provide oversight for the 2,700 approved HUD counselors and 
that includes on-site reviews and other types of monitoring to en- 
sure that they are complying with the regulations and HUD’s re- 
quirements. We also do outreach ourselves with our HUD staff, 
whether it be at large events by some of the housing counseling 
agencies to support FHA borrowers and other borrowers and un- 
derstanding how to apply or get approved for a loan modification, 
or other types of loss mitigation. We also do some outreach with 
the local communities with that staff. 

Mr. Latham. I am out of time. John, go ahead. 

Mr. Olver. I think I have just about run out. I am much frus- 
trated by the numbers. The data here are just beyond my capacity 
to sort out. I think. And I want to just make a comment. If there 
is anybody out here who can create for me some sort of a chart 
year by year — ^because we have been going through this now for 
2007, 2008, 2009, 2010 and 2011, at least 5 years in a row now 
that we have had significant foreclosures. This crisis began in the 
2007 fiscal year and if you are not very careful, you lose track. And 
I am losing track and I have been losing track here of that question 
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of how many actual mortgages there were which is the base from 
which you are working, how many are under water? We read re- 
ports also in the newspapers that homes have lost as much as 75 
percent of their value, of their paper value, in the course of this 
5-year crisis. Now, for most families in this country, the home is 
their largest investment. And if it has lost 75 percent, then it is — 
and that — recognizing that that is high growth areas that grew too 
fast, too far and took a terrible dive, both in places that were grow- 
ing very fast and in places that are recession sensitive like Ohio 
and Michigan, they are particularly recession sensitive, and they 
took very heavy dives so that there is the filings — the question of 
how many filings there are, which are sort of rolling filings that 
can reappear year after year after — they may appear in several 
years of this data. This would take a major study that I don’t think 
anybody here in the Congress would like to fund to sort the num- 
bers out as to the history, the real history of this debacle that has 
befallen so many homeowners in this country. I really don’t under- 
stand that. 

Ms. Fitzgerald, you mentioned I think the last time after I men- 
tioned that you said something in the 2 million range of fore- 
closures anticipated or projected. I thought that was for 2011. You 
suggested it might be for 2012, I think, the projections for 2012 
are 

Ms. Fitzgerald. They are probably similar. 

Mr. Olver [continuing]. Between 1.8 and 3. That indicates it is 
still going on and raging and still going on. Does anybody know 
how to get the data as to how many actual foreclosures occurred 
in 2007, 2008, 2009, 2010 and 2011? Somebody must have this 
stuff. 

Ms. Bott. We believe we have it. 

Mr. Olver. You believe you have it. 

Ms. Bott. 2008, 2009, 2010, 7 million foreclosures. 

Mr. Olver. 7 million actual foreclosures. 

Ms. Bott. That is 2008, 2009 and 2010. 

Mr. Olver. Where did my staff get 3 million? 

Ms. Bott. But we do have some 

Mr. Olver. I didn’t ask — 3 years together. What I said in the be- 
ginning because I have been fighting with my staff, I thought it 
was 8 to 10 million total up to now. 

Ms. Bott. You can say that you were closer to right. 

Mr. Olver. You would say that I am closer to right? 

Ms. Bott. Right. We have some proprietary data that we can 
share. Because you are right, the foreclosure filings may be three 
times on a single home. So that may not be a good indicator of how 
many individual homes are going to foreclosure. 

Mr. Olver. It must be some 

Ms. Bott. Yes, we believe we can provide some data 

Mr. Olver [continuing]. Accounting of how many foreclosure fil- 
ings are issued each year and then you have to sort out how many 
of those are duplicates of what were filed twice in one year 

Ms. Bott. We have some data we would be happy to share with 
you that we think will pull that out. 

Mr. Olver. The question of how many actual foreclosures oc- 
curred should be a fairly clear set of numbers. All right. I would 
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like to see that. And the business of how many there are under 
water is an accumulation at this point of how many remain under 
water now at 10 million, which is that number that I have been 
seeing recently. I think this is just such an enormity. Anything we 
can do to help these people seems to me worth doing because it has 
been so vital. I have supported, as you know, I would like to under- 
stand the numerics and how we can then judge the values of what 
each of you does. 

Ms. Bott. So we will put together some information to provide 
to you. 

Mr. Olver. For the record for this committee, make it official 
data, not just that I have, if you would. 

Ms. Bott. Absolutely. 

Mr. Olver. Thank you. 

[The information follows:] 
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The foreclosure completions for 2008 through September 201 1 are below. 
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Mr. Latham. Thank you, Mr. Olver, as you battle it out with 
your staff. I think they have a number that maybe — anyway, one 
thing that got my curiosity in your last answer was that you don’t 
look at business models of the people that you are giving the 
money to. Is there an audit or anything that goes on with this? 

Ms. Fitzgerald. Yes, we do a lot of compliance. In looking at the 
applications, now that they have participated in four rounds, we ac- 
tually look at their past performance. We do substantial oversight. 
We have a contract out with MHM, which is a major accounting 
firm in Kansas City. And they have gone on site twice. We also do 
a lot of off-site compliance. We actually also review every single en- 
tity that is supplying to us audits. We don’t just check a box that 
the audit came in. We look and see what are their issues, if they 
have an outstanding A-133 or A-110 or IB circular issues. We see 
if they can solve those or else we look at — that can impact their 
award or how we give them money. So we do ongoing oversight of 
the organizations. 

Mr. Latham. This will be my final question here. Last year the 
Dodd-Frank bill created a separate Office of Housing Counseling. 
So why do we need either one of you after that? 

Ms. Bott. The proposal will be coming to Congress shortly and 
it really is leveraging the vast majority of staff that exists within 
single family housing that are performing, in some cases, 90 per- 
cent housing counseling functions and 10 percent others. We will 
move staff over and there is a limited amount of new staff that we 
will ask for. But it is very limited. We are reallocating staff to have 
the pure focus on housing counseling and the new activities re- 
quired under Dodd-Frank. 

Ms. Fitzgerald. NeighborWorks’ core mission is to foster locally 
driven solutions with these organizations that are local partner- 
ships on the ground. We developed a lot of capacity in counseling 
because our organizations counsel and in foreclosure counseling in 
particular because in 2005 we created the Center for Foreclosure 
Solutions seeing what was coming down the pike. Our counseling 
specific activity we have done at the request of Congress. So we 
will continue to do that as long as you ask us to do that. But the 
core value of NeighborWorks is our local organizations leveraging 
at 23 to 1, putting money to work every day in communities, and 
then our training work, that makes sure that all of the money that 
is being put throughout is used effectively and efficiently. 

Mr. Latham. My concern — and it is something that is learned 
around here — is that you are adding another program, you are 
going to have more people doing basically the same function with- 
out it seems redundant once again, if that makes sense. Just add- 
ing another separate office and you are going to continue to do 
what you do, you are going to continue to do what you do and now 
we are going to have another office that does the same thing. 

Ms. Bott. Actually I won’t continue to do what I do as the Office 
of Housing Counseling moves from underneath Single Family 
under a different reporting structure. I may provide some of my re- 
sources to do outreach in conjunction with the Office of Housing 
Counseling, but as I said, the vast majority, less than what I can 
count on both hands, will be recommended to increase that staff 
that is being reallocated from under Single Family and we will not 
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replace those with new resources. The office is being really built 
with existing staff, just a new reporting structure and 100 percent 
focus on all housing counseling activities and any of the new re- 
quired activities through Dodd-Frank. 

Mr. Olver. Would you yield? 

Mr. Latham. I would be happy to yield to you, Mr. Olver. 

Mr. Olver. I want to ask you, does Dodd-Frank actually place 
that function under HUD? Where does it exist, in the Treasury? 

Ms. Bott. No, it is within HUD. 

Mr. Olver. It is in HUD? 

Ms. Bott. It is outside — I am a division within the Office of 
Housing, which is Single Family Housing. It will be another divi- 
sion if you want to say comparable to the Single Family. It will just 
be, like I said, solely focussed and I will lose the staff that were 
performing those functions who will move over to the Office of 
Housing Counseling. 

Mr. Olver. That ought to be resolvable within HUD obviously. 
HUD is very good about knocking down silos and so forth. One 
ought to be able to get work between different divisions of HUD to 
cooperate and collaborate and so forth, shouldn’t it? 

Ms. Bott. Absolutely. 

Mr. Latham. I am still looking for that silo that was knocked 
down. I am not familiar with that effort. But anyway, unless you 
have something else, Mr. Olver 

Mr. Olver. I have nothing else. I am struggling hard to figure 
out this very confusing set of numbers. 

Mr. Latham. With that, thank you both very, very much for your 
testimony today, and the hearing is adjourned. 
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Mr. Latham #1 


Predatory Lending 


Question: The housing crisis was caused in part by some horrible predatory lending 
practices, but less than 2% of your budget request directly relates to combat these scams. 

Why so little, and what are both organizations doing to curb these practices? 

Answer: As the HUD program supports the full spectrum of housing counseling services, 
virtually all of the HUD housing counseling appropriation is devoted to activity that combats 
predatory lending, mortgage modification scams and fair housing abuse. For example, the 
purpose of pre-purchase counseling and homebuyer education is to arm homebuyers with the 
information they need to make smart choices regarding homeownership and avoid unaffordable 
rates and payments, hidden costs, prepayment penalties, and other often predatory practices. 

Moreover, HUD’s Housing Counseling Program takes other significant steps and invests 
substantial resources to help ensure that individuals making the transition to homeownership are 
not taken advantage of by unscrupulous lenders by combating mortgage scams and preventing 
fair housing abuse: 

• Pre-purchase Counseling and Homebuyer Education - In 20 1 0, approximately 
245,000 households received pre-purchase counseling and 160,000 households 
participated in Homebuyer Education provided by HUD-approved counseling 
agencies. Pre-purchase counseling and homebuyer education arms homebuyers with 
the information they need to make smart choices regarding homeownership and avoid 
unaffordable rates and payments, hidden costs, prepayment penalties, and other 
predatory practices, 

• Home Equity Conversion Mortgage IHECMI Counseling - Seniors are vulnerable to 
predatory lending and fraud. In 2010, more than 80,000 seniors received HECM 
counseling from HUD-approved agencies. In 201 1, (using FY 2010 appropriations) 
HUD invested in excess of $ 1 0 million to provide this critical counseling that is 
designed to protect consumers from predators and make smart choices regarding a 
reverse mortgage. 

• Predatory Lending Workshops - Aimually, approximately 1 3,000 households 
attended predatory lending workshops hosted by HUD-approved counseling agencies. 


• Training - In FY 20 1 1 , (using FY 20 1 0 appropriations) HUD is devoting 

approximately $750,000 to specifically train counselors on fair lending abuse and 
mortgage fraud. Moreover, other forms of training - like pre-purchase counseling 
training cover predatory lending identification and prevention. 
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• Outreach and Scam Reporting - In fiscal year 2010, the Notice of Funding 

Availability (NOFA) was significantly improved to encourage and reward counseling 
agencies’ involvement in activities designed to combat mortgage scams, devoting 
$13.5 million for Mortgage Modification and Mortgage Scam Assistance. The 
NOFA also makes clear that it is an encouraged and eligible expense to purchase and 
disseminate materials related to the Loan Modification Scam Alert Campaign 
(http://www.loanscamalert.org/) and to identify and report potential loan modification 
scams, for example with the Loan Modification Scam Prevention Network: 
http://www.preventloanscams.org or the HUD Office of Inspector General (OIG) 
Hotline. Through this assistance, HUD is supporting counseling agencies so they can 
play a vital role in encouraging and facilitating the reporting of mortgage scams so 
that the relevant authorities can put the scammers out of business. 


• HUD Anti-Scam Media Campaign - In FY 201 1 (using 2010 appropriations) HUD is 
investing $1 million to support an aggressive media campaign to combat mortgage 
rescue scams. The purpose of this significant investment in outreach is to make sure 
the public understands the availability of legitimate programs, like Making Home 
Affordable (MHA), and know quality housing counseling services are available from 
HUD-approved counseling agencies. Desperate families can turn to a reputable 
HUD-approved counseling agency for assistance instead of compounding their 
problems by being duped by a rescue scam. 


By contrast, no pre-purchase counseling or homebuyer education is available through the 
National Foreclosure Mitigation Center (NFMC)/NeighborWorks, which only funds 
foreclosure prevention counseling. Many NFMC assistance recipients have been victimized 
by predatory lending, as NFMC’s arsenal is largely limited to foreclosure prevention. 
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Mr. Latham #2 


Predatory Lending 

Question: You stated that approximately 13,000 households attended predatory lending 
workshops in FY 2010, Is there an estimate on how many people were victims of predatory 
lending in FY 2010? Do your organizations track these numbers or does anyone in government 
track those numbers? 

Answer: HUD is not aware of systematic data on the volume of loans that might be 
considered predatory lending. The principal source of mortgage lending data is the Housing 
Mortgage Disclosure Act (HMD A), but HMDA does not include information on rates, fees, 
points or other data that might be indicative of predatory lending. 

Regarding mortgage scams, the Lawyers Committee for Civil Rights reports that, through 
the end of January 2011, homeowners filing scam complaints with their Loan Modification Scam 
Prevention Network (LMSPN) have reported losses from fee payments totaling nearly 
$26 million. The Lawyer’s Committee reports receiving 1,527 complaints in December 2010 
alone, and 837 in January 2011. 
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Mr. Latham#2b 


Predatory Lending 


Question: Do your organizations track these numbers, or does anyone in government track 
these numbers? 

Answer: HUD is not aware of systematic data on the volume of loans that might be 
considered predatory lending. The principle source of mortgage lending data is HMDA, but 
HMDA does not include information on rates, fees, points or other data that might be indicative 
of predatory lending. 
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Housing Counseling 


Question: Many Housing Counseling agencies are known as “HUD-approved”, What 
exactly does this mean? How is approval obtained and maintained? How is it monitored? Does 
approval mean that counseling functions are performed on behalf of HUD? How many FTEs are 
involved in this activity? 

Answer: Please see details below. 

HUD-Approval 

HUD’s Housing Counseling program involves much more than the grant program. The 
foundation of the Program involves HUD-approval as a counseling agency. Agencies 
have to apply for approval in order to participate in HUD’s Housing Counseling Program. 
The approval criteria are provided in the regulations which govern the housing 
counseling program, codified at 24 CFR Part 214.103 (attachment). Key approval 
criteria include, but are not limited to: 

• Non-profit - private or public non-profit with tax-exempt status. 

• Experience - administered housing counseling program for at least a year. 

• Housing counseling resources - sufficient resources to handle referrals from 
HUD. 

• Training/Knowledge - of HUD programs, local housing market, counseling best 
practices, etc. 

The regulations governing the scope of HUD’s housing counseling functions are codified 
in 24 CFR Part 214, both attached and available at the following link: 
http://portal.hud. gov/hudportal/documents/huddoc?id=DOC 12625.pdf 
HUD conducts a rigorous approval and vetting process. In order to become HUD 
approved, an interested agency must complete the HUD -9 900. Application fo r Approval 
as a Housing Counseling Agency (attached) and submit an original with an original 
signature, and one copy of the application form. Applications should be submitted to the 
appropriate HUD office or homeownership center as outlined in Appendix 2 of HUD 
Handbook 7610.1. Local agencies apply to the homeownership center that serves their 
slates. Applications from national and regional organizations should be sent to HUD 
Headquarters. 

The application will be reviewed within 45 days of receipt. If, after review of the 
application, HUD determines that the applicant may qualify as a HUD-approved housing 
counseling agency, a conference will be arranged before a final determination letter is 
issued. 

Within 60 days, the applicant will be notified whether the application was approved or 
denied. If approved, a Letter of Approval will be sent to the applicant. The applicant must 
sign and date the letter and return it to HUD. 
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The approval application, form HUD-9900 (attached), and the approval process is 
explained in detail on HUD’s web site; 

http://portal.hud. gov/hudportal/HUD?src=/Drogram offices/housing/sfh/hcc/hccprof 1 3 

HUD approval has several benefits for the counseling agency, including but not limited 
to: 


• Credibility - HUD seal of approval provides credibility, distinguishes their 
services from those of scam artists. 

• Grants - Only HUD approved agencies are eligible to apply for grant funds. 
Approximately 75 percent of the agencies participating in the Program receive 
grant funds - the remainder either choose not to apply or do not receive a 
fundable score on their grant application (grantees must score a minimum amount 
in their application in order to be eligible for funding). 

• Training - counselors at HUD-approved agencies receive HUD-ftinded training. 
HUD invests $5-$6 million annually to train counselors in the Program. 

• Marketing - Client referrals through HUD web page and toll free agency search 
hotline. 

• Leveraging Funding - a HUD seal of approval helps agencies leverage other 
funding sources. 

• Other Programs - Many state and local housing programs require counseling 
services from a HUD-approved agency. 

HUD-Aoproval and Other Assistance Programs 

Moreover, HUD-approval is often a gateway to participation in other counseling and 
assistance programs. For example, the National Foreclosure Mitigation Center 
(NFMC)/NeighborWorks eligibility is only extended to HUD-approved housing 
counseling intermediaries, state housing finance agencies (SHF As) and NeighborWorks 
organizations (NeighborWorks itself being a HUD approved Intermediary). The record 
high demand for housing counseling services is largely caused by the state of the 
economy and the fact that many Federal programs, including the Neighborhood 
Stabilization Program (NSP), the Making Home Affordable (MHA) program, and FHA’s 
Home Equity Conversion Mortgage (HECM) require housing counseling from HUD- 
approved agencies. In May 2007, the Department of Agriculture published a final rule 
requiring first time homebuyer recipients of the Section 502 rural housing loans to 
receive housing counseling from HUD-approved agencies. Additionally, many state and 
local governments, and other entities like the Federal Home Loan Bank, require 
homebuyer education from HUD-approved agencies for recipients of down payment 
assistance. 
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Grant Funding 

HUD approval is also an eligibility requirement for HUD Housing Counseling grants. 
Before an agency can become a HUD grantee, they have already been thoroughly vetted 
and subjected to HUD oversight, reporting requirements, etc. Approximately 2,000 of 
the 2,700 agencies in the program receive Housing Counseling grant funding either 
directly from HUD or as a sub-grant from a HUD-approved intermediary or state housing 
finance agency. 

Oversight 

Approval is renewed every 2 years, in conjunction with an on-site performance 
review/oversight. The monitoring checklist is form HUD-9910, attached and found at the 
following link: 

httD://portal.hud.gov/hudDoital/documents/huddoc?id==DOC 35602.pdf 
FTEs 

HUD is conducting a review of the FTE needs for this process as well as others within 
the housing counseling program and cannot guarantee that any figure provided at this 
point in time of the FTEs needed for counseling agency approval will be accurate moving 
forward given the changes to the office and the mandates under Dodd-Frank. 

Counselor Approval 

Moreover, Dodd-Frank Act mandates approval/certification of individual counselors. 
Historically, with the exception of reverse mortgage counselors, HUD has only approved 
agencies. This fundamental change will involve rule-making, changes to systems 
functionality, new application forms. Paperwork Reduction Act (PRA) approval for the 
new forms, changes to handbooks and standard operating procedures, technical 
assistance, training, management of new counselor rosters, approval of training/testing 
programs, and host of other activities requiring significant FTEs. 
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Mr, Olver #2 


Housing Counseling 


Question: In your testimony, you said that HUD Housing Counselors perform a variety of 
functions, including but not limited to foreclosure avoidance counseling. Can you elaborate on 
what counseling functions are performed by HUD approved housing counselors and how they 
different from those provided by NeighborWorks? Give an estimate of the number of clients 
served by each function. 

Answer: During fiscal year 2010, HUD-approved counseling agencies provided the full 
range of housing counseling services to approximately 3.04 million households, using both HUD 
and non-HUD funding, the highest level ever. 

HUD’s Housing Counseling Program is the only dedicated source of funding for the full 
spectrum of housing counseling services. HUD-funded housing counseling, education and 
outreach topics include: 

• Pre-purchase/Home Buying 

• Resolving or Preventing Mortgage Delinquency or Default 

• Non-Delinquency Post-Purchase 

• Rental 

• Reverse Mortgage 

• Homeless Assistance 



234 


Housing Counseling Activity - 
HUD-Approved Agencies 
FY2010 Cumulative 
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FY 2010 Total Housing Counseling Activity (households), 
All HUD-approved Agencies 


Pre-purchase Homebuyer Counseling 

$244,646 

Foreclosure Prevention Counseling 

1,402,982 

Non-Delinquency Post-Purchase 


Counseling 

124,053 

HECM Counseling 

81,031 

Rental Counseling 

278,871 

Homeless Counseling 

37,248 

Homebuyers Education 

159,376 

Default Education 

55,461 

Other Education 

654,590 

Total 

3,038,258 
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Importance of Full Spectmm of Counseling Services 

The Ml variety of counseling services are needed in communities across the country, not 
just foreclosure prevention counseling. For example, pre-purchase counseling is critical to help 
get homebuyers into the growing inventory of foreclosed properties and other properties that 
remain on the market for long periods of time. With home prices and interest rates low, many 
first-time homebuyers are entering the market. Moreover, billions are being invested to help 
local and state governments buy, rehab and sell foreclosed property. The Neighborhood 
Stabilization Program (NSP) actually requires eight hours of homebuyer education for 
households assisted through NSP. Pre-purchase counseling produces mortgage-ready 
households and generates demand for home purchases, which is critical to stabilizing 
neighborhoods and so desperately needed right now. 

If anything has been learned during this crisis, it is that many families simply do not 
understand the complex home buying process. Many have no sense of how much home they can 
afford, what types of financing make the most sense for them, or how to improve their credit. A 
large portion of the American population lacks basic financial literacy. The crisis has created a 
level of awareness about the risks of making uninformed home financing decisions and, frankly, 
presents an incredible opportunity for the government to fully fund pre-purchase counseling 
services that are designed to prepare families for homeownership. 

Rental counseling is needed for the thousands of renters displaced by foreclosures and new 
renters making the transition from homeownership to rental housing. HECM counseling is 
needed so that seniors can be eligible for a HECM, or reverse mortgage, and aren’t victimized by 
predatory lending. 

NeighborWorks/National Foreclosure Mitigation Center fNFMCl - HUD Differences 

There are significant differences between NeighborWorks/NFMC and HUD funding. For 
example, one major difference is the services eligible for funding. The grant funding available 
through NeighborWorks/NFMC is specific only to foreclosure prevention counseling. By 
contrast, the HUD housing counseling NOFA covers the full range of housing counseling 
services - including foreclosure prevention, pre-purchase, rental, non-delinquency post purchase, 
reverse mortgage and homeless counseling services. 

Not only is the grant funding available through NeighborWorks specific only to foreclosure 
prevention counseling, the reimbursement model utilized by NFMC incentivizes the provision of 
just the most basic level of service provision. Because NFMC utilizes a fixed-price 
reimbursement model, the level of services is effectively capped at that reimbursement rate and 
there is no financial incentive or funding to provide more intensive services if necessary. 

A large percentage of foreclosure prevention counseling through NFMC is funded at level 
1 - the lowest reimbursement level. Many counseling agencies report that they do 
predominantly level 1 counseling under NFMC because they feel they are not adequately 
reimbursed by NeighborWorks/NFMC at levels 2 and higher. In other words, level 1 is the only 
level at which they are reimbursed their actual costs, so there is a disincentive to do more intense 
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and involved counseling. As a result, the majority of foreclosure prevention counseling services 
funded through NeighborWorks is level 1 counseling. Level 1 NFMC funded counseling 
involves; 

• Oral budget - develop a budget for the client based on client's oral representation of their 
expenses, debts, and available sources of income. 

• Action plan - develop a written Action Plan for follow up activities to be taken by the client 
and review this Action Plan with the client, 

• MHA eligibility - determine and document if client is eligible for Making Home Affordable 
Program refinance or modification. 

By contrast, HUD funded foreclosure prevention counseling supports and encourages the 
quality and complexity of services and does not cap the eligible reimbursement amount for 
specific counseling services so long as actual costs can be justified and documented. 
Consequently, HUD funded foreclosure prevention activity usually involves time intensive 
services in which the counseling agencies work extensively with the households, aggressively 
advocate with the servicers, aggressively pursue a variety of assistance options, follow up with 
the clients and continue to assist them until their situation is resolved. Often HUD grant funding 
covers the difference between NFMC reimbursement and the actual cost of service provision. 

Another major difference is eligibility for grant funding. While numerous counseling 
agencies do receive foreclosure prevention funds through HUD and NeighborWorks, there is a 
sizeable group of housing counseling agencies that are not eligible to access 
NeighborWorks/NFMC funding and rely on HUD to fund their foreclosure prevention and other 
counseling services. Eligible NFMC grantees only include HUD-approved housing counseling 
intermediaries, State Housing Finance Agencies and NeighborWorks affiliates. Unaffiliated local 
housing counseling agencies are not eligible to receive NFMC funding. Some are fortunate to be 
included in their State’s application, but many do not have access to NFMC funding. By 
contrast, HUD directly funds approximately 500 LHCAs to provide comprehensive housing 
counseling services. For many LHCAs, HUD is the only funding source for foreclosure 
prevention counseling services. 
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Mr. Olver #3 


Housing Coimseling 

Question: Please explain the Housing Counseling NOFA and Housing Counseling 
Training NOFAs in more detail including the purpose of these grants, eligibility criteria and 
process for distributing funds. 

Answer: Please see details below. 

Purpose . The purpose of the HUD housing counseling Notice of Funding Availability 
(NOFA) is to distribute grant funds to housing counseling agencies across the country. These 
grant funds are largely used to cover the salaries of the housing counselors providing services. 
Most of the awards are made for “comprehensive counseling”, which means the funds can cover 
the Ml spectrum of housing counseling services (eg. pre-purchase, rental, foreclosure 
prevention. Home Equity Conversion Mortgage (HECM)/reverse mortgage, etc.). HUD also sets 
aside supplemental funding for HECM counseling, to ensure that this statutorily required 
counseling is adequately funded, and this past year competed supplemental funds for mortgage 
modification and mortgage scam assistance (MMMSA) in high foreclosure MSAs, in order to 
overtly Mfill an appropriations mandate. 

The purpose of the Housing Counseling Training grant is to fund a handful of training 
organizations that can provide affordable and accessible quality housing counseling training to 
counselors working for HUD-approved counseling agencies nationwide. For FY 201 1 (2010 
appropriation) $5,125 million was awarded to three agencies who will train over 4,200 
counselors. 

Eligibility Criteria . Eligibility criteria for the housing counseling NOFA includes being a 
HUD-approved counseling agency. MMMSA assistance was targeted at agencies serving high 
foreclosure MSAs. Both NOFAs evaluate the experience of the organization and service 
providers, training and knowledge, description of need, quality and complexity of proposed 
services, cost effectiveness, projected activity under the grant, effective leveraging of additional 
resources, and a host of other criteria. 

The FY 2010 Housing Counseling NOFA is attached and available at the following web 
page: httD://archives.hud.eov/funding/2010/grDhcr>.cfm 


The FY 2010 Housing Counseling Training NOFA is attached and available at the following 
webpage: httD://archives.hud.gov/fundine/2010/grphctp.cfm 
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FY 2011 Housing Counseling Grants (2010 appropriation) 
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Process for Distributing Funds . To responsibly spend appropriated funds, HUD carefully 
crafts a NOFA based on appropriations. The NOFA undergoes an extensive clearance process at 
FlUD and through the 0MB. Applicants are given time to respond, and then applications are read 
and scored. After a careful funds control process, awards are published and award documents 
are executed. 

HUD is determined to streamline the NOFA process and will do so by implementing NEW 
process improvements to reach the goal of 100 percent obligation of funds between 120 and 180 
days. This will be accomplished through improved internal coordination, clear ownership of 
tasks by stakeholders, and dedicated management to continuously monitor and improve 
associated processes and by providing weekly performance reports to HUD senior leadership. 

For the steps outlined below, standard intervals and processing times have been established. 

Following is an outline of the OLD processes along with process improvements being 
implemented to achieve the goal. 

1 . Draft - HUD drafts the Notice of Funding Availability at the beginning of the fiscal 
year/appropriation year. Ideally the appropriation has been made prior to draft, so the 
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draft can reflect any mandates, set-asides or other instructions in the appropriation. More 
typically, the NOFA is drafted prior to ^propriations. 

Process improvement - Draft the NOFA prior to the beginning of the fiscal year based on 
the proposed budget put forth by the Administration. 

2. PRA Approval - During the drafting stage, HUD initiates Paperwork Reduction Act 
(PRA) approval for the NOFA. PRA approval can be a time consuming process. 

Process improvement - closer management and coordination with involved stakeholders 
to further expedite through the use of standard intervals for processing PRA. 

3. Departmental Clearance - Once the HUD General Section is published, the Department 
opens up Departmental Clearance for the various program NOFAs. Departmental 
Clearance involves review and negotiations with the Office of General Counsel, the 
grants management office, and major program areas such as Fair Housing. 

Process improvement - require only OGC, CFO, and OIG to review the NOFA. 

Continue to provide other internal stakeholders the opportunity to review NOFAs as 
optional reviewers only. 

4. OMB Approval - Once the NOFA clears the Department, it goes to 0MB for approval. 
This approval can take anywhere from a week to a month. 

Process improvement - Coordinate with OMB to establish improved time lines for 
review. For NOFAs which did not substantially change from year to year, the OMB 
timeline for review will be further minimized. 

5. Publication/Application Submission - Once approved by OMB, a NOFA can be 
published. Applicants typically get 45 days to write and submit their applications. 

Process improvement - Reduce the internal requirements where possible/feasible and 
consolidate signature processes to get the NOFA published more expeditiously. Where 
possible/feasible reduce to 30 days the time applicants have to submit applications. In 
the event the fiscal year appropriations have not been determined, the NOFA will be 
published without exact funding amounts (xxx). The NOFA will contain language which 
advises applicants that funding for the NOFA is not yet determined. 

6. Scoring - Each application (approximately 600 per year) is scored by 3 readers. HUD 
staff is utilized as there are no funds appropriated to support the scoring process. After 
individually scored, the readers compare notes and conclusions and come up with a 
consensus score used to calculate award amounts. 

Process improvement - Focus increased resources if necessary to expedite scoring. 
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7. Processing - After scoring is complete, award calculations are determined, and proposed 
awards are sent to the FHA Commissioner for approval. Once approved, funds 
reservation/control occurs. Once fimds are reserve4 Congressional notification can 
occur. 

Process improvement - Reduce/eliminate internal requirements where possible/feasible to 
further expedite processing. 

8. Publication - Once congressional notification and funds control occurs, awards are 
published in a press release. 

Process improvement - Reduce/eliminate internal requirements where possible/feasible 
to further expedite congressional notification and funds control. 

9. Award Document Execution - Following publication, grant agreements are executed by 
the grantees, who also submit certifications and assurances. HUD countersigns the 
agreements and establishes grant accounts so that grantees have access to their funds. 

Process improvement - Progressively track/monitor and report 100% obligation of fimds 
at 25%, 50%, and 75% obligation milestones. 

10. Debriefing - Applicants request and receive a detailed overview of the way their 
application was scored, reasons for deductions, etc. 

HUD is determined to streamline the process of publishing a NOFA and announcing 
awards. The Housing Counseling Program is learning from best practices from other 
grant programs throughout Department, for example American Recovery and 
Reinvestment Act related programs, and is continuously working to improve process. 
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Mr. Olver #4 


Housing Counseling 


Question: Please include data on the number of HUD housing counseling agencies by 
congressional district and indicate how many receive funding from HUD for counseling 
activities. 

Answer: See attached chart. 



All HOC HCA Funding 
by Congressional Dist 
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Mr. Olver #5 


Housing Counseling 


Question: Are there any gaps in the housing lifecycle that HUD Housing Counseling does 
not cover? 

Answer: No, there are no gaps. Unlike the National Foreclosure Mitigation Center 
(NFMC)/NeighborWorks, HUD housing counseling grants can be used to cover the full 
spectrum of housing counseling. HUD’s Housing Counseling Program is the only dedicated 
source of funding for the full spectrum of housing counseling services. HUD-funded housing 
counseling, education and outreach topics include: 

- Pre-purchase/Home Buying 

- Resolving or Preventing Mortgage Delinquency or Default 

- Non-Delinquency Post-Purchase 

- Rental 

- Reverse Mortgage 

“ Homeless Assistance 
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Follow-Up Questions 
From 

Transportation, Housing and Urban Development, and Related Agencies 
Appropriations Subcommittee 

Questions for the Record 
Submitted by Chairman Latham 


Predatory Lending 
Question: 

The housing crisis was caused in part by some hoirible predatory lending practices, but less than 2% of 
your budget request directly relates to combat these scams. 

1. Why so little, and what are both oi^anizations doing to curb these practices? 

Response: 

The housing crisis was definitely caused in part by some horrible lending practices, and many of 
NeighborWorks America’s programmatic activities help to prevent scams. 

The statement in the testimony referring to the fact that "NeighborWorks America, with Congressional support 
and $6 million in federal funding, launched Scam Alert - a multi-language anti-rescue scam public education 
campaign — in October 2009"' refers to just one specific activity; addressing the mortgage modification scams 
which have cause such deep problems for families and communities across America. 

The “Scam Alert" Campaign was specifically called-out in the testimony, because P.L. 111-8 (the Omnibus 
Appropriations Act of 2009) included the following provision: 

Provided, That of the amounts made available under this heading, $6,000,000 shall be made available 
to conduct a consumer mortgage public education campaign: Provided further, that funding amounts 
provided under the previous proviso shall be available for campaign development, production, and 
outreach activities. 

However, NeighborWorks America is involved in a wide range of activities which address questionable lending 
practices, broader housing/foreclosure-related scams and creating informed, foreclosure-resistant homeowners. 

A few of these activities include: 

NeighborWorks “Full Cycle Lending^"’"’ 

One of the important rolls which NeighborWorks America and its affiliates play every day of the year, is 
providing objective education and advise before a borrower even begins shopping for a home and selecting a 
mortgage product. This is the best scam prevention available. 

Since the early 1990s, NeighborWorks America and its local affiliates have employed a comprehensive 
approach called “Full-Cycle Lending,” which includes pre-purchase and post-purchase education and 
counseling, property inspections, appropriate mortgage loan products, and early intervention delinquency 
counseling if necessary. 

Pre-purchase education and counseling is the most critical tool. From experience, NeighborWorks knows that 
the best defense against scams, delinquency and foreclosure is a well prepared and informed consumer. 
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By counseling people about being homeowners before they make a purchase, NeighborWorks strives to create 
scam-resistant, foreclosure-resistant, long-term success&l homeowners. 

People who have rented for a long time may not be aware of the costs of property taxes, utility bills and general 
horaeownership maintenance expenses. These costs need to be part of the overall household budget. 

Once a family owns a home, ongoing financial education is another important tool. NeighborWorks helps 
potential and existing homeowners understand the kind of financial management skills necessary for long-term 
successful homeownership. 

In potential foreclosure situations, NeighborWorks is typically working with homeowners who are in trouble 
because they had not gone through full-cycle lending or financial education programs. 

In FY 2010, local NeighborWorks organizations provided more than 150,000 individuals or families with pre- 
purchase and post-purchase education and counseling, helping families avoid pitfalls and scams, and remain in 
their homes over the long term. 

The 

r tiii-CAjcfe 

prooe#* 



NeighborWorks HomeOwnership Centers: 

Over 100 NeighborWorks HomeOwnership Centers across the country provide reputable, go-to, one-stop 
access to the various services and training that customers need to shop for, purchase, rehabilitate, insure and 
maintain a home. 

With appealing, high-visibility locations, and a focus on customer convenience, NeighborWorks 
HomeOwnership Centers are serving as a real alternative to the predatory operators and scam artists that have 
preyed upon our communities. 
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NeighborWorks Center for Foreclosure Solutions: 

In 2005, with increasing numbers of foreclosures on the horizon, NeighborWorks America created the Center 
for Foreclosure Solutions as a natural extension of the Corporation’s work to educate homebuyers and new 
owners. 

In conjunction with national nonprofit, financial industry and other partners, the Center builds capacity among 
foreclosure counselors around the nation, conducts public outreach campaigns to reach struggling homeowners, 
and researches local and national trends to develop strategic solutions. In cities and states with high rates of 
foreclosure, the Center works with local leaders to create sustainable foreclosure intervention programs. 

Local NeighborWorks organizations work individually, and in many areas as part of broader foreclosure 
prevention coalitions, to help borrowers negotiate loan workouts with their lenders, and work with these 
borrowers to help ensure that they have the personal finance and money management tools to meet their 
restructured obligations under these workout plans. 

The good news is that when these plans are successful, the borrower, the community, and the lender all gain: 

The borrower is able to avert the loss of his or her home; the community avoids lost tax revenues and the cost of 
policing vacant, foreclosed properties; and the lender is able to avoid the extreme losses caused by foreclosure. 
These efforts are all critical to avoid scams. When the capacity exists to serve distressed homeowners and 
effective outreach tools and strategies are in place, there is less chance of a scam succeeding. 

NeighborWorks Ad Council Campaign: 

In 2007, NeighborWorks America launched a broad public education campaign in partnership with the Ad 
Council to encourage delinquent borrowers to contact their local NeighborWorks organization or other HUD- 
approved counseling agencies. At that point, about half of all borrowers facing foreclosure were not contacting 
their lender/servicer, or anyone for help. 

The Ad Council announcements were concentrated in geographic areas with high rates of delinquency and 
foreclosure, and encourage homeowners to call 1-888-995 HOPE - a toll-free hotline staffed 24/7 by qualified 
housing counselors. This free counseling is available in English and Spanish (and a number of other 
languages), and link callers to their lenders/servicers or NeighborWorks organizations for face-to-face 
counseling as appropriate. 

The Ad Council campaign, financed primarily by private sector funds from the private sector, has continuously 
ranked in the top 10 of all Ad Council campaigns, reached millions of households and garnered well over $125 
million in donated media. 

In May 2010, the Ad Council campaign was refreshed with a new theme and a revised message - “The Right 
People”. The refreshed campaign is very complimentary to the Loan Scam Alert campaign and emphasizes 
seeking help from qualified, reputable sources like the HOPE Hotline and HUD-approved housing counseling 
agencies, as opposed to other non-reputable sources or even friends and family who often unknowingly steer 
distressed homeowners to scammers. 

National Industry Standards for Homeownership Education and Counseling 

Several years ago, NeighborWorks America worked with a broad coalition of lenders and housing industry 
partners to develop a set of uniformly high standards called “National Industry Standards for Homeownership 
Education and Counseling,” 

These Standards, developed by a notable group of leaders from state housing finance agencies, lending 
institutions, housing counseling intermediaries, community development organizations, mortgage insurance and 
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real estate companies and the secondary mortgage market, have Income a recognized industry benchmark for 
organizations and individuals providing reputable homeownership education and counseling services. 

In addition to the Standards, a companion Code of Ethics and Conduct for Homeownership Professionals was 
developed for use by organizations in their everyday business operations. The Code covers commitment to 
clients, client decision making, competence, conflicts of interest, privacy and confidentiality, professional 
behaviors and payment for services, among other areas. 

Industry professionals are encouraged to adopt and incorporate these Standards into everyday practice, and 
NeighborWorks America staffs an industry Advisory Council formed in part to encourage the wide embrace of 
these Standards. This effort has played an importont role in advancing the counseling profession and helping 
borrowers avoid scams and the problems and hardships created by taking out inappropriate loans. 

One key element of the National Standards is the requirement that adopting agencies ensure that their 
homeownership educators and counselors are appropriately trained and certified to provide objective, informed 
and quality services. As noted later in this document, NeighborWorks America is the largest trainer and 
certifier of nonprofit homeownership educators and counselors in the country, and uses the National Standards 
as the foundation of all of that training. 

Responsible Refinancing: 

Traditionally, lower-income homeowners are far less likely than higher-income homeowners to seek to reduce 
their mortgage payments mortgage refinancing, even when they are paying interest rates that are significantly 
higher than the current market rate. At the same time, scam artists prey upon lower-income homeowners and 
the elderly, often convincing them to refinance at exorbitant interest rate and/or with excessive fees. 

NeighborWorks America developed a training curriculum to fill the void in nonprofit consumer education 
programs on mortgage refinance, loan modifications, and other consumer loan products. 

NeighborWorks also developed a consumer-oriented brochure - “Is Refinancing Right for You” - to help 
homeowners determine how they can improve their current interest rates or the terms of their existing loans 
through refinancing. A copy of the brochure can be accessed at: 
http://nw.org/newsroom/documcnts/refinancing.pdf 
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Question: 

You stated that approximately 13,000 households attended predaton' lending workshops in FY 2010. 

2, is there an estimate on how many people were victims of predatory lending in FY 2010? 

3, Do your organizations track these numbei^, or do^ anyone in government track these numbers? 

No, we do not have any such estimate, nor do we track such numbers. 

One of the challenges is that there is no consistent or legal definition for the term predatory lending. It is just a 
catch-all term for unfair, deceptive, or fraudulent practices of some lenders during the loan origination process. 
The term predatory lending is broadly defined as '^imposing unfair and abusive loan terms on borrowers. ” 

I'urther complicating any effort to quantify the number of people w'ho were victims of predatory lending is the 
fact that there is little, if any, publicly available .date regar^ng complete loan terais, including interest rates, 
origination points, processing or closing fees, and special provisions such as ba.{loon payments, credit life 
insurance, ajid prepayment mstrictions. Without such information on specific loan terms, by borrower and 
neighborhood race/elhnicity and income, there is really no way to fully quantify the extent of the problem. 

Generally speaking, the fact that the homeowner does NOT benefit is typically what turns a legitimate mortgage 
into a predatory lending practice. 

Predatory lending constitutes a range of abusive practices. Some of the more common and egregious practices 
include: 

® Fraud 

* Excessive Fees 

* Aggressive and misleading sales tactics 

* Falsifying loan documents 

® Presenting loan documents in a language unfamiliar to the borrower 

* Artificially inflating home prices and selling properties for much more than they are worth compared to 
those of the same type and size in the neighborhood. 

» Using false appraisals. 

■ Encouraging borrowers to lie about their income, expenses, or cash available for downpayments in 
order to get a loan. 

" Lending more money on a mortgage than the lender knows the borrower can afford to repay. 

■ Charging high interest rates to borrowers based on their race or national origin and not on their credit 
history. 

" Charging fees for unnecessary or nonexistent products and services. 

* Pressuring borrowers to accept high-risk loans such as balloon loans, interest only payments, and steep 
pre-payment penalties. 

■ fargeting vulnerable borrowers to cash-out refinance offers when they know' borrowers are in need of 
cash due to medical, unemployment or debt problems. 

■ “Stripping” homeowners’ equity from their homes by convincing them to refinance again and again 
when there is no benefit to the borrower. 

* Using high pressure sales tactics to sell home improvements and then finance them at high interest rates. 

* 'i'eliing potential bon'owers that a certain lender or investor is their only chance of getting a loan or 
owning a home. 

® Asking borrowers to sign sales contracts or loan documents that are blank or that contain information 
which is not true. 

® reiling borrowers that the Federal Housing Administration insurance protects them against properly 
defects or loan fraud (when it doesn’t). 

® Using “bail and switch” tactics in loan terras and fees - including terms or fees in closing documents 
that are different from what was initially represented. 
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■ I'elling borrowers that refinancing can solve their credit or money problems. 

* Not counting taxes and insurance in estimated monthly payments. Unscrupulous lenders make house 
payments seem artillciaily low by not counting all costs. 


Several research reports estimate that more than 9 billion dollars is lost each year to predatory lending (sec 
following chart, the figures for which come from an October 2001 report titled “Quantifying the Economic Cost 
of Predatory L,ending“ by the Coalition for Responsible Lending. NeighborWorks America has not veri fied 
these figures.) 
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Questions for the Record 
Submitted by Ranking Member Olver 


Question: 


1. What kinds of training does NeighborWorks do? How is the training funded? How Is the training 
delivered? Who attends the training and who is the training targeted to? 

Response: 

Kinds of Training NeighborWorks Otfei^: 

NeighborWorks America is the nation's largest trainer of nonprofit affordable iiousing and commimity 
development professionals in the nation - providing braining and professional certifications in an array of 
professional specializations, including: affordable housing development; rental property asset management; 
community revitalization; homeownership education and counseling (including foreclosure mitigation 
counseling); and nonprofit management and leadership. NeighborWorks has a catalogue of more than 150 
courses that are regularly offered at NeighborWorks Training Institutes, place-based trainings conducted in 
local markets, and provided through online e-leaming courses. 

NeighborWorks offers training in the following training tracks: 

» Affordable [fousing Development 

• Multifamily Asset Management 

• Community and Neighborhood Rexdtalization 

• Communi ty Economic Development 

• Communi ty Engagement 

• Housing Construction and Production Management 

• Homeownership and Community Lending (including Homeownership Education) 

• Nonprofit Management and Leadership 

• Rural and Native Community Development 

In F Y 2010, NeighborWorks America awarded more than 20,300 training certificates to affordable housing and 
community development professionals and leaders from 3,265 organizations and municipalities. 

Most of NeighborWorks’ training courses are multi-day courses that build knowledge, skills and performance 
of practitioners though acti vities, exercises, worksheets, case-studies, and other pedagogically sound, interacti ve 
practices. They should not be confused with what some pass as training, but arc little more than conference 
''workshops” or webinar "presentations,” which do not build skills and performance through participant 
interaction and pr^K:tice. 

Currently, approximately half of the training that Nei^borWforks provides each year is related to 
homeowmership education and counseling - building the skills of counselors involved in helping customers 
become and remain successful homeowners. Approximately lialf of that training in recent, years has been in the 
area of foreclosure intervention counseling, funded largely by NFMC. 

Some of the ctiurses provided in our Homeownership and Community l.cnding track include; 
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General Homecm oershlp Ediscadon and Counseling Courees (partial list); 

HOI 03 Lending Basics for Homeownership Counselor ~ 3 Days 
HO 1 05 Cionipliance with State and Federal Regulations - 2 Days 
HO 1 08 Loan Sen-dcing and Collections - 3 Days 
HO 1 1 1 Home Equity Conversion Mortgages - 3 Days 

HOI 20 Counseling Clients to Recognize Fair Lending Abuse and Mortgage Fraud i Day 

HO201 I Jnderstanding the Underwriting Process - 2 Days 

HO209 Deli vering Effective Financial Education for Today’s Consumer - 3 Days 
H02 ! 1 Credit Counseling for Maximum Results - 3 Days 

H02 1 8 Counseling the Homeless and Those at Risk of Becoming Flomeiess - 1 Day 
H0229 fdomebuycr Education Methods: Training the Trainer - 5 Days 
HO240 Recognizing Predatory Practices — A Guide for Counselors - 2 Days 
H0245 How to Become a HUD-Approved Housing Counseling Agency - 1 Day 
H0247 Post-Purchase Education Methods - 5 Days 

H0248 Progranj Compliance 8 l Reporting for HUD-Approved Counseling Agettcies - 2 Days 
HO250 Homeownership Counseling Certification: Principles, Practices and Techniques Part I - 5 Days 
H0253 FHA-lnsured Loans: An Affordable Mortgage Option - 2 Days 
HO260 Counseling Buyers of REO Properties - 1 Day 

H0272 Introduction to HUD's HECM Counseling Program Procedures and Roster - 1 Day 
H0275 Intermediate HECM Counseling: Skills and Tools - 2 Days 
H0278 HECM Property Charge l.oss Mitigation Counseling > 2 Ifays 
H03 1 0 Financial Coaching: Flelping Clients Reach ITieir Goals - 2 Days 

HO360 Homeownership Counselittg Certification for Program Managers and Executive Directors - 5 
Days 

Foreclosure Intervention Counseling Courses (partial list): 

HOI 09 Foreclosure Basics -- 2 Days 

FI0345rq Foreclosure Intervention and Default Counseling Certification, Part I - 5 Days 
H0252 Effective Group and Telephone Foreclosure Counseling Strategies - 2 Days 
HO307 Advanced Foreclosure: Case Study Praclicum - 2 Days 
HO320 Developing and implementing an Effective Foreclosure Program - 2 Days 
H0321 Developing Effective LovSs Mitigation Negotiation and Sales Skills - 2 Days 
HO202 Making Home Affordable: A Breakdovvii of Program Components- 2 Days 

Homeownership-Rdated Online/E Learning Courses: 

HO 1 09el FoR^closure Basics E-Leaming 

H0322el Using Effective Practices to Improve Your Foreclosure Counseling Program 

H0346el Understanding and Applying Foreclosure Intervention and Loss Mitigation Tools 

HO 1 02el Mortgage Lending Fundamentals for Homeownership Professionals 

HOI ()4ei HECM: Counseling Basics Overview 

HO 130e] Understanding Credit Reports and Credit Scoring 

H0253el FHA Insured Loans: An Affordable Mortgage Option 

HO260el Counseling Buyers of REO Properties 

H0265el Counseling Clients Seeking Rental Housing 

How NeighborWorks Training Is Delivered: 

NeighborWorks training is delivered in a number of different ways: 

1 . The national NeighborWorks Training Institute (NTH is essentially a 'fnobile university” dedicated to 
providing the highest quality training and continuing professional education in community development 
and affordable housing. Held four times a year in major cities around the county, each NeighborWorks 
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1 raining Institute provides five days of intensive professional courses, with more tlian 1 00 different 
courses offered at each, organized in ail nine are^ of affordable housing and community development 
described above. The average attendance at each NTl is approximately 1 500 to 1900 participants. 

2. l..ocal or regional Place Based Trainings (PBTs) : In addition to its large national NTls conducted four 
times a year. NeighborWorks also conducts place-bas^ trainings (PBTs) which offer selections of a 
number of the same N1'l courses in local or regional mm-kets. ^ch of these PBTs delivers one to ten of 
the more than 1 50 courses NeighborWorks offers at the NTIs, and may be attended by 30-200 
practitioners. NeighborWorks delivered 285 such place-based trainings in 2010. 

3 . Online E-Learnina Courses : NeighborWorks now has 1 5 online ‘‘e-learning" courses available, through 
w'hich more than 9,000 training certificates have been issued in the past two years. Each course is 
highly interactive and includes quizzes, exercises, case scenarios, and an end-of-course exam. The 
courses may be taken at any time, 7 days a week, 24 hours a day. 'fhe courses guide participants 
through the content in an engaging maimer with narration and flash graphics. Most courses can be 
completed in about three to four hours and can be conveniently stopped and restarted. 

The NeighborWorks (LTimmunitv Leadership institute (CLB is a national training program conducted 
once a year to strengthen the leadership skills of residents of communities served by NeighborWorks 
netw'ork organizations and other partner nonprofits. At each CLl, about 1 1 0 groups of 8 community 
leaders from each organization (approximately 800-900 at each event) receive three days of training in 
community leadership skills and community project action planning, which they commit to implement 
as a team when they return home to their communities. 

Who .4ttends NeighborWorks Training and Who Is It Targeted to: 

NeighborWorks training is targeted to, and attended by, nonprofit and municipal affordable housing and 
community development managers and staff. Organizations and agencies that attend NeighborWorks training 
include community development corporations (CDCs), community development financial institutions (CDl'Ts), 
municipal and county agencies, community action agencies, state housing finattce agencies, public housing 
authorities, tribal nonprofits, and faith-based organi^tions. The staff from these organizations who benefit 
iToni training include: 

• Nonprofit housing developers 

• Rental property managers 

• Housing asset managers 

• Construction manager 

• Municipal and county planners 

• Staff involved in community building, engagement and volunteerism 

• Nonprofit managers and directors 

• Community economic development professionals 

• Homeownership educators and counselors 

• Foreclosure intervention counselors 
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How NeighborWorks Training Is Funded: 

in FY 20 1 0. the NeighborWorks Training Division (which includes some programs not described above e.g,, 

the Training Division administers an AmeriCorps*VISTA program and a nonprofit leadership program called 
Achieving Excellence) was funded through the following sources: 


Core Appropriation 

S6.6 million 

NFMC Multi-Year Funding 

S4.8 million 

Contributioiis/Donations 

S3J million 

Contract Receipts and Exchange 

Transactions 

Note: This includes S3,2 million 
awarded to NeighborWorks from the 

HUD Housing Counseling program, for 
training of HUD-approved agencies on 
honieownership education and 
counseling; reverse mortgage counseling; 
and for the administration of a HUD- 
HECM Education Proiect. 

S5.3 million 

Tuition/Registration Fees and Other Revenue 

(pubiication sales, etc.) 

S3-3 million 


NFMC-Funded Training; 

The following is a table of NFMC training revenues and expenditures since FY 2008, Note that NFMC 
funding has been allocated on an “until expended" basis. The first line in the following chart reflects the 
amount specifically allocated for NFMC training, within each round of appropriated funding. 
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Question: 

2 . Please include data on the number of NeighborWorks affiliates by congressional district. 

liable A . (attached) provides iiitbrmation regarding the' congressional districts ser\'ed by the 237 local 
NeighborWorks affdiates. i3ach affiliate is required to submit quarterly reports which include (among other 
things) production data. It is from these reports that we are able to identify the congressional dislTict(s) sei-v’ed 
by each NeighborWorks organization. Table A. also includes the city, location of the NeighborWorks aftiliates' 
office. 

3. Please include data on the number of NFMC fund recipients by congressional district. 

Table B . (attached) includes a breakout of the number of homeowners that have received NF.MC-funded 
counseling, by Congressional District, follows. Please note that this breakout is as of December 16, 2010. 

As of December 1 6, a total of 1,11 9,645 households were ser\'ed. As of April 1 9. 20) 1 , that number is 

1J73,555. 
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Table A. 


Congressional Districts Ser\^ed by NeighborWorlss Affiliates (April 2011): 




7 ' ^9 


State 

CD 

NWO • 

City 

AK 

0 

Fairbanks Neighborhood Housing Services, Inc. 

Fairbanks 

AK 

0 

NeighborWorks Anchorage 

Anchorage 


A,' 

None ; ^ 

N/A 

AL 

7 

None 

N/A 

W:V'V : 

3 

Nf'ighborhood Houshir Spnnce<i ur niiminghdin, Inc 

Birmingham 

AL 


NeighborWorls Columbus (GA) 

Columbus 




N/A 

AL 


Neighborhood Housing Services of birminHir in), in> 

Birmingham j 

AL 

4 

Community Service Programs of West Alauama, Inc. 

Tuscaloosa | 

SiSi 

s_ _ 


n/a 

AL 

6 

Neighborhood Housing Services of Birmingham, Inc. 

Birmingham | 

AL 

6 

Community Service Programs of West Alabama, Inc. 

Tuscaloosa | 

AL 

7 

Community Service Programs of West Alabama, Inc 

Tuscaloosa 

At 

7 

Neighborhood Housing Services of BlrmirKharSv Inc. 

"Birmingham ' 




North Little 

AR 

1 

Argenta Community Development Corporation 

Rock 

AR 

1 

Universal Housing Development Corporation 

Russellville 

AR 

2 

Little Dixie Community Action Agency 

Huge 

AR 

2 

Aiienta Community Devdopment Carporation 

Nor tn Little 

Rock 

1 

2 

Universal Housing 


AR 

3 

Little Dixie Community Action Agency 

Hugo 

AR 

3 

LaCasa, Inc. 

Goshen 

AR 

■5 

Universal Housing Development Corporation 

Russellville 

AR 

■£0i 



AR 




> AR 

4 


Russellville 

A2 

1 

Navajo Partnership for Housing, Inc. 

Gallup 

AZ 

1 

The Primavera Foundation, Inc 

Tucson 

AZ 

'2'' 

Neil: nborhood 1 lousing Stvyires of Phoenix Inc 

Phoen K 


3 

Neighborhood Housing Services of Southwestern Maricopa County, Inc 

^ Avondale 


3 

Neighborhood Housing Services of Phoenix, Inc. 

Phoenix i 

AZ 

%' Iz-" 

Neighborhood Housing Services of Southwestern Maricopa County, Inc 

Avondale ; 

AZ 

:4>:SL\ 

Neighborhood Housfng Services of Phoenix, Inc. 

Phoenix 

AZ 

5 

Neighborhood Housing Services of Phoenix, Inc. 

Phoenix | 



NeighborhoodHcmsIngSesvlcesofPhoemx, JnCv . 

Th'OeniX; 

AZ 

/ 

Neighborhood Housing Services of Phoenix, Inc. 

Phoenix 

AZ 

1 

Neighborhood Housing Services of Southwestern Maricopa County, inc. 

Avondale 

AZ 

1 

Comite de Bien Estar, Inc. 

San Luis 

AZ 

7 

The Primavera Foundation, Inc 

Tucson 
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The Pnmavera Foundation, Inc 

Tucson,' 'Ty'.-, 

CA 

1 

NeighborWorks HomeOwnershlp Center Sacramento Region 

Sacramento 

CA 

1 

The Unity Council 

Oakland 


1 

Rural Communities Housing Development Corporation 

Ukiah 

i CA 

1 

Sacramento Mutual Hou<;ing Aworiation. Inc. 

Sacramento 

CA 

-A: 

, Sdtr<>m^o Mutu^ Housing Association, Inc 

Sacramento 

CA 

_2 

1 Nfii^^iWiiAs HomeOivnefship Center SATamentaKeEitm 

^ Sacramento 


:2-; ;; 

Rural Comnrruntties Housing Development Corporatron 

: ukiah 

i CA 


NeighborWorks HomeOwnership Center Sacramento Region 

Sacramento i 

CA 

3 

Community Housing Development Corporation of North Richmond 

Richmond 

CA 

3 

Sacramento Mutual Housing Association, Inc, 

Sacramento 



MB^dxxtWfitlcs HomeOWBerstup Center S^icranrento Region 

Sacramento 

CA 

4 

Neigifliiortrood Housiog Services Silicon Valley 

San Jose 

CA 

? 

NeighborWorks HomeOwnership Center Sacramento Region 

Sacramento 

CA 

5 

The Unity Council 

Oakland 

CA 

5 

Sacramento Mutual Housing Association, Inc. 

Sacramento 

CA 

6 

NeishborWoTK^ HomeOwnership Center Sacramento Aegion 

Sacramento 

:cMi~ 

b 

The Unity Council 

Oakland 

CA 

7 

NeighborWorks HomeOwnership Center Sacramento Region 


CA 

7 


San Jose 

CA 

7 

Cabrillo Economic Development Corp. 

Ventura 

CA 

7 

The Unity Council 

Oakland 

CA 

7 


Richmond 

CA 

J 

Richmond (CAi) Neighborhood Housing Services, Inc. 

Richmond 

CA 

g 


Oakland 

CA 

8 


San Francisco 

CA 

8 


San Francisco 


9 


Richmond 

CA 

9 


Richmond 

CA 

9 

The Unity Council 

Oakland 

(A 

M. 


Richmond 


10 


Sacramertc i 


m 





The Unity Cpuocil 


CA 

10 

l onvnun'ty Housing Dovrtopment Corporation ot North Richmond 


CA 

11 

Sacramento Mutual Housing Association, Inc. 

Sacramento 

CA 

11 

Richmond (CA) Neighborhood Housing Services, Inc. 

Richmond 

CA 

11 

NeighborWorks HomeOwnership Center Sacramento Region 

Sacramento 

CA 

11 

Neighborhood Housing Services Silicon Valley 

San Jose 

CA 

11 

The Unity Council 

Oakland 

CA 

11 

South County Housing 

Giirov 

CA 

42 V-; 

! None 1 - 

N/A 


13 

Richmond (CA) Neighborhood Housing Services, Inc. 

Richmond 

CA 

13 

Neighborhood Housing Services Silicon Valley 

San Jose 

CA 

13 

The Unity Council 

Oakland 

CA 

13 

Community Housing Development Corporation of North Richmond 

Richmond 
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Neighborhood Housing Services Silicon Valley 
Neighborhood Hous ing Services $il{(:x?n Va lley 

The Unity Council 


Oakland 


Co mmunity HousingWorks 
South County Housing 

Neii,hboihoud Hiirtnership Mousing Service') 
Neif'hbo'-hood Hoininn Services Silicon Vall^ 
lh« Unity CooncH 
South County Housing _ 


NoifthbprWoiks Home Own ership Center Sacrament o Rp»t»ion 

fitpighbo rho od Partnership Housing Services 

rh( Unity Counal 


Cabnifo Econo mic Dfeveio p meht C brp. 


25 I Neighborhood Housing Services of the Inland Empire, Inc. 


San Bernardino 


25 I iQ S Ange l es Neighborhood Housing Services, Inc- 


los Ange les 


Neighborhood Partnership Housing Services 


Neighborhood Housing Services Silicon Valley 


Neighborh ood Housing S ervices o f Orange County, I nc. 

Neighbo rho od ttoiisme S ervices o f the Inland Empire Inc 

I Os Angeles Neighborh o od Housing Services, Inc j 

Neighborhood Par tnersh ip Housmg_Services 
Neighborhood Housing Services of Orange County, Inc. - 

Los Angeles Ne i ghborhood Housing Services, Inc. 
Neig hborhood Partnership Housing Services 


Anaheim 

■sah Berha^irib' 
tos Angeles: 
'Ontario 

Anahejm 


Los Angeles 
Ontario 


Cabrillo Economic Development Corp. 




Neighborhood Housing Sendees of Oran ge Cou nty, Inc. 

. A. 1 H ;«‘s Neighborhood Housing Services, Int. 
Neighborhood Partnership Housing Services 


i Anaheim 

Los Angeles 

: '"Ontario TT 






257 


CA 

CA 

CA 

CA 

■'XA ''C:; 

} CA 

29 

29 

29 

;30;X 

31 

Neighborhood HdusingServicesofOraf^Coonty,tnc 

Los Angeles Neighborhood Housing Services, Inc. 

Neighborhood Partnership Housing Services 

Neighborhood Housing Services of Orange County, Inc. 

Anaheim, .. 

Los Angeles 

Ontario 

Anaheim 

Los Angeles Nei^borhood Housing Services, Inc. 

Neighborhood Housing Ser^ces of <^nge C^)«rvty. fne^ 

Los Angeles Neighborhood Housing Services, Inc. 

Angeles:" , | 
•■Anaheim 

Los Angeles 

Anaheim 

1 CA 1 31 

Neighborhood Housing Services of Orange County, inc. 

CA 

32A 

Neighborhood Housing Services of the Inland Empire, Inc. 

San Ber^nardinp 
Xos.Angeles:'; 

^32:. , 

Los Angeles Neighborhood Housing Services, Inc. 

iXAC ,, 

'^32':-;. 

N^hborhood Partnership Housing Services 

Ontario 

CGAC.a 

CA 

CA 

' CA 

33 

^_33 

34 

Neighborhood Housing Services of Orange County, Inc 

Los Angeles Neighborhood Housing Services, Inc. 

Anaheim 

Los Angeles | 

Neighborhood Partnership Housing Services 

Los Angeles Neighborhood Housmg Services, Inc 


! CA 



m. 1 

1 CA 

34 

35 


... I 

Anaheim 1 

Ontario I 

IQIH 



msm 

iSH 


Neighborhood fartnership Housing Services 


CA 

CA 

CA 

36 

Neighborhood Housing Services of Orange County, Inc 

. ' •, , ., 'I,-,-' ■■ 

. Anaheim 2 

37 

37 

Los Angeles Neighborhood Housing Services, Inc. 

Los Angeles 

Neighborhood Partnership Housing Services 

Ontario 

CA 

37 

Neighborhood Housing Services of Orange County, Inc. 

Anaheim 

CA 

38 

Los Angeles Neighborhood Housing Services Int 



38 

Neighborhroo Partnership Housing Ss’rvices 


.-. 


Neighborhood Housing Service* of Orange county, incs. 


CA 

39 

Los Angeles Neighborhood Housing Services, Inc. 

Los Angeles 

CA 

39 

Neighborhood Partnership Housing Services 

Ontario 

CA 

39 

Neighborhood Housing Services of Orange County, Inc. 

Anaheim 

s 

40 

Los Angeles Neighborhood Housing Services, Inc. , . 

Los Angeles 


w 

Neighborhood Partnership Mousing Services ‘ 

Ontario 

C.-3 

CA 

40 

41, 

Neighborhood Housing Services of Orange County, Inc 

Neighborhood Housing Services of the Inland Empire, Inc. 

Anaheim 

San Bernardino | 

i A 

1 

41 

Los Angeles Neighborhood Housing Services, Inc. 

Los Angeles i 

CA 

41 1 Neighborhood Partnership Housing Services 

Ontario i 

CA 

I 

41 s Neighborhood Housing Services of Orange County, Inc. 

Anaheim | 

CA 

CA 

CA 

41 

Community HousingVVorks 

San Diego | 

Indio 1 

— - 

San Eternardino 
■tosAngelesl • :| 
Ontario 

■AnaKeiro,, , I 

San Bernardino J 

Ontario | 

41 

42 _ _ 

Coachella Valley Housing Coaiition 

N Ii'liuui iioi. d 1 lousing Services oi th- In'an J r mpiru, Int 

1 . 0 . Ai'g.'lfs Neighborhood Housing Services, Int 

CA 

CA 

CA 

42 

:42' ; 

43 

. 

\i-i|-ht.'iihoou Partnership Housing Seivite. 

Neighborhood Housing-Services lnc» 

Neighborhood Housing Services of the inland Empire, Inc. 

Neighborhood Partnership Housing Services 







”11 




iiTTM.iTOsnxrorgmagBiff 




Nest^nborhoficl Housine S«*f vk »*s of Or.n^’o Counl 
i rpimurirtY HousifiRWork^ _ 

Coach cffa Valley Housing Coalition " 

Los Angeles Neighbo rhood Housing Services, inc. 
Neighb o rhood Partnership Housing Services 
Neighborhood Housing Services of Orange Count 
Los Angeles Netghborhood Housmg SeFvtce&^fnc 


LosjAngeles 

Ontario 

Anaheim 


Community HousingWorks 


Community Resj^rces a nd Hous i ng Development Corp oration 


Westminster 


Rocky Mountain Communities 

Commu nity R esources an d Housing Development Corpora tion 

Neighb or to Neighbor, tnc _ 

Ro cky Mount ain C ommunities : 

Thistle Cbmmunities ' _ 

Community Resources and Housing Development Corporat i on 


Denver 


Westminster 







iiSSwsT 












cu 

3 

Housing Resources of Western Colorado 

. Grand Junction i 

CO 

3 ^ 

! NelghborWorks of Pueblo 

: Pueblo i 


3 

; Rocky Mountain Communities 

; Denver J 



1 CO 

3 

Tri-County Housing & Comrnunjty pevelopment Corporation j 

i Fowler i 

CO 

4 

i Community Resource and Housk^ Devefopment Corporation 

I 'Westminster,' 

CO 

4 

' Wyoming Houang Netwdi^,c\ - V- - - -■ -- - i 

K Casper ..'"y:;.'.'':' 

X'O . 

4 


I'.F'ort Collms'',- ' '-v*- 
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i 

; 4;^oct 

Rocky Mountain Communities 

Denver 



ThistleCdmmunities 

Boutdef; 

GO-''':-' 


Trl-County Housing & Community Development Corporation 

Fowler 

CO 

5 

NeighborWorks of Pueblo 

Pueblo 

CO 

5 

Community Resources and Housing Development Corporation 

Westminster 

CO 

5 

Tri-County Housing & Community Development Corporation 

Fowler 

'^"eo r 

' CO 

Community Resources and Housing Development Corporation 

Westminster i 

CO 

7 

NeighborWorks of Pueblo 

Pueblo 

CO 

7 

Community Resources and Housing Development Corporation 

Westminster 


■t/'~ Cl 

tteighbofhQOd Housing Services of New Bntain, Inc 

New Bntain 

!: CT^'^ ^ ,V 

:L'ViL: 

Ne^htMrtiood Housing bennccs of New Havm, Inc 

New Haven 

cr 

lS’lL 

Meii^torhood Housing Services of Waterbury, Inc 

Waterbury 

cr 

FTL o:; 

MutuafHousmg Association ofGfen< '■Ha»tfrrri inc 

Hartford 

■ 

2 

Springfield Neighborhood Housing Services, Inc. 

Springfield | 

CT 

2 

Neighborhood Housing Services of New Britain, Inc. 

New Britain 

a 

2 

Neighborhood Housing Services of New Haven. Inc. 

New Haven 

cr 

2 _ 

Neighborhood Housing Services of Waterbury, Inc. 

Waterbury 



Neighborhood Housing Services of New Bntain, Inc 

New Britain 

a 



Waterbury 


■ 


New Haven 



NeighborWoriij New Hoiiions 

New Haven 



Neighborhood Housing Services of New Britain, Inc. 

New Britain 

CT 

4 

Neighborhood Housing Services of New Haven, Inc. 

New Haven 

CT 

4 

Neighborhood Housing Services of Waterbury, Inc. 

Waterbury 

CT 

4 

Mutual Housing Association of Southwestern Connecticut, Inc. 

Stamford 

CT 

5 

Npighbortiood Housing Servires of New Heven, Inc 


f-r* 

5 

Neighborhood Housing Services of Wdterbury. Inc 


Wim^ 

5 

Mutual HousirtRAssociationof Greater Hartford Inc 



5 

Neighborhood Housing Services of NevyBri^in, me. 


DC 

98 

Manna, Inc. 

Washington 

DE 

0 ' 

SalisbUtv Neighborhood Housing Services, Inc 

Salisbury 

DE- 

Q 

Interfaith i. immunity Housing of Delaware, Inc 

Wilmington 

D£ 

0 

N .t n 1 c PC -ir’' on Apnr ultur.nl Life and 1 abor Research fund Inc 


FL 

1 

None 


FL 

■? 

Neighborhood ‘ lousing & Development Corpoiation 


FI 


Communtty Houbtng Partners Cofporadbn 

Chr4Stfansburg 

fl 

3 

Community Housing Partners Corporation 

Christiansfaurg j 

FI 

3 

Neighborhood Housing & Development Corporation 

Gainesville { 

FL 

3 

Orlando Neighborhood improvement Corp. 

Orlando | 



Neighborhood Hooang-& Develc^mewt ftc«:^rstkin 

Gainesville j 

FI 

5 

Tampa Bay CDC 

Clearwater 

FL 

5 

Clearwater Neighborhood Housing Services, Inc. 

Clearwater ! 

FL 

5 

Neighborhood Housing & Development Corporation 

Gainesville j 

:TLV 

B G' 

Neighborhood Housing & Development Corporation; 

:Gamesville : 1 


:6' 

Community Hoosing Partners’Corporation 57 * : 

.Christiansburg, ;,j 


., 

Neighborhood Housing & Development Corporation 

Gainesville | 
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Neighborhood Housir>g & Development Corporation 

Gainesville 



Orrandd We^borhood Improvement Corp. 

Orlando : T 

FL 

9 

Tampa Bay CDC 

Clearwater 

FL 

9 

Clearwater Neighborhood Housing Services, Inc. 

Clearwater 


lO; 

Clearwater Neighborhood Housing Services, Inc. 

Oearwater 



Tampa Bay CDC , ’ 

Clearwater 

FL 

11 

Tampa Bay CDC 

Clearwater 

F'L, 

11 

Clearwater Neighborhood Housing Services, Inc. 

Clearwater 

FI 

11 

Corporation to Develop Communities of Tampa 

Tampa 

+Ly^y ' 

'12^"' 

None 

N/A 

n. 

13 

Clearwater Neighborhood Housing Services, inc. 

Clearwater | 

FL 

13 

Centro Campesino Farmworker Center, Inc. 

Florida City | 

FL 


Centro Cdmpesmo Farmworker Center, Inc 

Florida City 

FL 


HOU9iiBP<-irtncisbip,lnc 


tSF'S 

IB 



FI 

16 

Housing Partnership Inc. 

Rivtera Beacn j 

FL 

17 

Neighborhood Housing Services of South Florida, inc. 

Miami j 


18 


Miami 

FL 

18 

Rural NeiRhba'hoods Inr 

■ FteriddCit^’:VV" 

FL 

19 

Neighborhood Housing Services of South Florida, Inc. 

Miami 

Ft 

19 

Housing Partnership, Inc. 

Riviera Beach 

FL 

20 

Neighborhood Housing Services of South 1 loridd, int 


FL 

21 

Neighborhood Housing Services of South Florida, Inc. 

Miami 

FL 

22 

Neighborhood Housing Services of South Florida, Inc 


FL 

22 

Housing Partneiship Inc 


FL 

23 

Neighborhood Housing Services of South Florida, Inc. 

Miami 

FL 

23 

Centro Campesino Farmworker Center, inc. 

Florida City 

FL 

23 

Housing Partnership, Inc. 

Riviera Beach 

FL 

24 

None 


FL 

25 

Neighborhood Housing Services of South Florida, Inc. 

Miami 

FL 

25 

Centro Campesino Farmworker Center, Inc. 

Florida City 

Ft 

25 

Rural Neighborhoods Inc. 

Florida City 

GA 

1 

None 

N/A 

GA 

2 

NeighborWorks Columbus (GA) 

Columbus 1 

GA 

WIK 

None ' ^ 

N/A 

GA 

4 

Cobb Housing, inc. 

Marietta 1 

GA 


The IMPACT! Group 

Lawrenceville 

GA 

4 

Resources for Residents and Communities of Georgia, Inc. 

Atlanta 

GA>\.' 

:5V- 1 

T::m 

Marietta 

'^GAtLv'^ 

5;v 

The IMPAai Group 

Lavi/renceville 

cGA- a/ 

5v 

Resources for Residents and Communities of Georgia, Inc 

Atlanta 

GA 

6 

Resources for Residents and Communities of Georgia, Inc. 

Atlanta 

GA 

6 

Community Housing Partners Corporation 

Christiansburg 

GA 

6 

Cobb Housing, Inc. 

Marietta j 

' GA 

7 

Cobb Housing, inc. ‘ > ■ . .r - ■ - ' ,f ', ■ - . . 

Marietta.': 

GA 


Resources for Residents and Communities of Georgia; Inc. 

^^ianta'V'; ' v.- A 





: Lawrenceville 
Marietta 

LawrenceviHe 


The IMPACT! Group 


Resources for Residents and Communities of Georgia, inc. 

NeighborWorks Columbus (GA) 

The IMPACT! Group 

Resources for Residents and Communities of Gec^a, Inc 


Atlanta 


Columbus 


lawrencgviHe 
^tfenta ; 


LawrenceviHe 


The IMPAai Group 


Resources for Residents and Communities of Georgia, Inc. 


Atlanta 


I Resources for Residents and Commi 


Atlanta 


Columbus 


Cobb Housings tnc 


Mariott. 


Ne'^^rWorks Columbus (€A) 


Honolulu 


PocateHo Ne^hbor hood Mousing_S^KOs. Inc 
Neighborhood Housmg Servrces, Inc 

Ne ighbor hood Housing Services, Inc. 

Pocatello Neighborhood Housing Services, Inc. 
Nw ghbothoo d housing Services of Chicag o. Inc 
foseph Corporation of Illinois. Inc 
Neighborhood Housing Services of Chicago, Inc. 
Neighborhood Housing services of Chicago, Inc 
Joseph Corporation of Itllnois, Inc. 

Neighborhood Housing Services of Chicago, J nc. 
Neighborhood Housing Services of Chicago, Inc. 


Boise 

Pocatel lo 

: €Tiicago - 
Aurora 

Chicago 

/CHica^n 

Aurora 

Chicago , 

Chicago L 


Neighborho o d Housing Services of Chicago, Inc. 


Hawaii HomeOwnership Center 

Honolulu 

Mutual Housing Association of Hawaii, Inc. 

Honolulu 

Hawait HomeOwnership Center ' t'' 

Honolulu 















I Jose ph Co rporation o f llUnois, Inc. 

Joseph Corporation of Btinols, Inc. 

Neig hborh ood H ouslr^ Sen/rces of ' . 

1 Neighborhood Housing Services of Chicago, Inc. 

1 Joseph Corporation of Hltnols, inc. 

Neig hborhood Housing Services of Chicago, t nc. 

NGne_ 

Jrr.oph Corpofji.on nJ llhnuis, Inc 
Mid Central COmmumty ^tion _ 

Beyond Housing / Neighborhood Housing Services of St. Louis 
/ nrporation oHI‘inoi« 'ol 

I Neighbo r hood Housing Services of Chicago, inc. 

Joseph Corporation of iltinois, Inc. 

Md Mt I. ronn»n*rn'tYActJon 

^ ^ — 

I Neighborhood Housing Services of Chicago, Inc. 


Auror a 

.-Aurdca 

'Chicago-','': -v ' 

Chica go 
Aurora 
■Chicago'^',;: ' 

H/A 

Aurora 
Bloomington 
St. Louis 

Chicago 

Aurora 

^oomington 

Chicago 

Beloit 


Neighborhood Housing Services of Beloit, Inc. 


Neighborhood Housing Services of Fr< 


Goshen 


Bloomington 


Mid Centra! Community Action 


Goshen 


JJome Ow nership Cen ter of farpat er 
Pa'hSlofK* 


•>.* Hausmg Partnership dc 


Home Ownership Center of Greater Cine mnat i. Inc., The 


Cincinnati 


Louisville 


_Th€ Housing Part nership, Inc. 

New Directions Housing Corporation 

Coni.'Tiunilv Hoiismg Seryrees of Wirhrta/Sedgwick f oiii.]y 

Little Dixie CommumtyActiOh Agency 

Community Housi ng Service s of Wichita/S edgw ick County 


Louisville 


Wichita 


■^hsascity; 

.■.ItinsasCfty.' 


GHweriftE 


C ommunity Housing Services of Wichita/Sedgwick County 


4 _[ Littie Dix i e Community Action Agency 


Goshen 


LaCas a, Inc. 


Community Action Pr oject of Tulsa County 







The Hous ing Partnership, (nc. 


Louisville 


Frontier Housing, Inc. 


Morehead 


Feder ation of Appalachian Housing Enterprises 


Berea 


Commun^Y Ventures C orporation 


Lexington 


Ltttle Dixie Communi ty Actio n Ageni 
Southern Mutual Help Association 


S prin gfiel d Neighborhood Housing Services, Inc. 


S pri ngfield 


Nei ghbor hood Housing Services of the South Shore, Inc. 


Quinc y 


Coalition for a Better Acre 


Lowell 


Urban Edge Ho using Corporation 


Roxbury 


Oak Hill Community Development Corp. 


Worcester 


wrence Com munityWorks, inc. 


Springfieki Noishborhood Housing Services, Inc. 
Npighborhocxl Housmg Services of the South Shore, Inc 
Ivwin Cities rommuriTCy Development Corp. 
v)dk Hill ( onimunity Oeveiopment Corp 
Lawrence CommunityWorl^s, Inc. 


wuincv 





1 Neig^hborho^d Ho using Services of the South Shore, Inc. 


Qum^ 


Twin Comm unity Development Corp. 


Fitc hb urg 


Urban Edge Hou sing Corporation 


Roxbury 


Codman Square Neighborhood Development Corp. 


Dorchester 


Oak Hill Comm unit y Development Corp. 


Worcester 


West Elmwood Housi ng Development Corp. 


Providence 


Neigi’d> orhood fusing Ser\^c 
Urban Erini' Homing (jDipora* 
Neighborhood o1 AffordaoleJ 
N»:psu:' ^'ornunida^bevetopr 
f odman Sqi ire Neighbor 
Ook HiUCommi^tty Dovelopr 
Lawrence CommupityWof^ts, 


Neighborhood Housing Services of the South Shore, Inc . 


Quin cy 


Twin Cities Community Development Corp. 


Rtch^burg 


Urban E dge Housing Corporation 


Roxbury 


Neighborhood of Affordable Housing, inc. 


East Boston 


Nuestra Com uni dad D e velopment Corp. 


Roxbury 


Codma n Square Neighborhood Development Corp. 


Dorchester 


Oak Hill Community Development Corp. 


Worcester 


Coalition for a Better Acre 


Lowell 


Lawrence CommunityWorks, Inc. 


ighborhoi 


ofi^ford 


Neighborhood Housing Services of the South Shore, Inc. 


Quincy 


Coalition for a Better Acre 


Lowell 


7 I Urban E dge Hou s ing Corpo r ation 


Roxbu ry 


j-^_- I Nues tra Comuni dad Development Corp. 


Roxbu ry 


Codman Squar e Neighborhood Development Corp. 


Dorchester 


Oak Hill Community Development Corp. 


Worcester 


L awr ence CommunityWorks, Inc. 


Lawrence 


^•.'t':g^•’bo^hood ol Affordable Housing, Inc. 

I Neighborhood Housrn^Services of the ^uth Shore, inc. 
1 Twin Cities Community Develo pment Corp. 

Oak Hil! Communf^DevelopmentCorp^ 

^CATCH Neighborhood Housing _ _ 

' LawTcnco CommunityWorks, Inc. 


Quincy 

Fitchburg 

Worccstei 





265 


.Wv 

MA 

V-MA' V,, 

MA 

*< 

£1 

s 

s 

s 

p 

9 

Cambhc^e Neighboi hood Apartment & Housing Services, inc. 
nit'Kt* ‘ Ntfi^^hoorhood Drveiopers. me. 

Codman Square Neighborhood Development CojT>. 

M.idison 'VV. '.'‘'■ve^opm^'ntCorporatsaM 

NetghborhcKKj of Affcirdaoip Housing, irk 

Nuestra Comunicfed Development Corp. 

Urban Fdge Housing Corporaliarr 

Neighborhood Housing Services of the South Shore, inc. 


MA 

9 

Urban Edge Housing Corporation 

Roxbury 

MA 

9 

Neighborhood of Affordable Housing, Inc. 

East Boston 

fvlA 

9 

Nuestra Comunidad Development Corp. 

Roxbury 

MA 

9 

Codman Square Neighborhood Development Corp. 

Dorchester 

wm 




mm 

H 




x-^ysz 


'K.‘ , ■ " ' 

n 



f ■ -■ 


10 . Lajvren c CormunityW )riib Inr 

!" Neighborhood >lc snf, ^erv»fp>« otrt>e ’^oiith^inr*- loc 

. ■•if'! ? 

<• ^ m 

MO 

1 

Neighborhood Housing Services of Baltimore, Inc. 

Baltimore 

MD 

1 

Salisbury Neighborhood Housing Services, Inc. 

Salisbury 

MD 

1 

Interfaith Community Housing of Delaware, Inc. 

Wilmington 

k'' ,v--i 


National Council on Agricultural Life and Labor Research Fund, inc. 

N' ighburhoud Housing Senne^of Baltiinote inc 
_^listo>V Nr^ightiorhood Housh^ Services Inc 
lnt( ifaitti 1 lousmg Mliance Inc 

St Ambrose Housing Aid Center 


MD 

3 

Neighborhood Housing Services of Baltimore, Inc. 

Baltimore 

MD 

3 

Neighborhood Housing Services of the South Shore, Inc. 

Quincy 

MD 

3 

AHC Inc. 

Arlington 


3 

4 

St Ambro*e Housing Aid Center 

Baltimore 

Washington 1 

E'IS 




MD __ 

MD 

|v'>f^^,:;''.:';S'.:'; 


- ; 

n 

V3V»# ** s,. V« 

. W, » * ' ' • Jr**!" 

Rocnester 



AHC inc. 

Arlington 1 



' wc * ood Housing Services of Baltimore, Ine. 

Baltimore j 

rMVEa,.;:,: -• 


'J •' b'c^e Housing Aid Center 

St. Ambrose Housing Aid Center 

Monigumeiy Housing Partnership, inc. 

Bdhimori' 

^5i!vet i>pnng 

ME 

1 

Affordable Housing Education and Development, Inc. 

uiiseion 

ME 

1 

CATCH Neighborhood Housing 

Concord 
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.1 

Community Concepts, Inc. 

South Paris 


1 

Avesta Housing Development Corporation 

Portland 



'onru’bi'; Vivir-y Community Action Program Housing Servb'. > 

\Vv' -W” ■ 


2 

Vall*-‘y Cunimuntty Action PioKfam Huumhi' Services 

Waterville 

V* 

? 

Aves!.‘ Housing Ucvelopm^t forpoiation 

Portland 



Cwnmunity Concepts, Inc. 

South Paiij 



None 

•N mn 'oo NeighDorhood Housing Services, Inc 

ft;,. A 


•J 

\’CH Nm ^hborhood Houstns 

SoiiinAp-t jQlutions 

Hgiliisgi 


■ 

NPighborhouds inr of Bottle Lreek 

- - s V" „ 



LaCasa, InP 





Kalamazoo 


7 

Kalamazoo Neighborhood Housing Services, Inc. 

Kalamazoo 1 

! Mi 

- 

Neighborhoods inc. of Battle Creek 

_| 

Bathe C'eek 


iP8l«M 

ms^^m 



Im 

MU 



Ml 


~ . . .''"Tr.'V-is 

.A - *« 





,pv>’w 

\ ■*- - 

»li 

*3, Fv3sr 

'S.-- - - ‘-'ii- ' * ' . ...■'. "■ . . 


i Ml 

.11 .. 

Lighthouse of Oakland County 

Pontiac 

1 Ml 

11 ^ 

Southwest Solutions 

Detroit 


v.-..: 






'*.* • i .♦''"j'.'V**. V'w**' 

1' 1. ir«! 



3W-'a»3SSw:^A.^._; ^ -> 


: M! 

13 

Southwest Solutions 

Detroit 

Ml 

14 


Detroit 

Mi 

IS 

Southwest Solutions 

Detroit 

Ml 

IS 

Lighthouse of Oakland County 

Pontiac 

MN 

1 

Neighoorhood Housing Se virc of Minneapolis inc 

Minneapolis 

MN 

1 

Conmunity Neighboihoor Housine Services, Inc 

St. Paul 

MM 

1 . NuKhbcrhoodHoubingSeivire&otnukith, Inc 

Duluth 

MN 

1 

Southwest l^^innesota Housing Partnership ' 

Slayton 

^MN _ 

2 

Neighborhood Housing Services of Minneapolis, Inc. 

Minneapolis j 

IVIN 

2 

Community Neighborhood Housing Services, Inc 

St, Paul 

MN 

2 

Dayton's Bluff Neighborhood Housing Services, Inc. 

St. Paul 

MN 

2 

Northeast South Dakota Community Action Program 

Sisseton 

SAM 

T 

Southwest Minnesota Housing Partnership 



1 

Neighborhood Housing Services of Minneapolis, in< 

Minnenpaiis 



Community Neighborhood Housing Services, Inc 

St. Paul 


llLi^ 

Dayton's Bluff Neighborhood Housing Services, Inc. 

St Paul 



Southwest Minnesota Housing Partnership 




Aeon 


Mirneapoii'' 


Beyond Housing / Neighborhood Hi 


NJew Havf'n, Inc 


Ncighborhooo housing bervu.(.& ot 


Wesrwde Housi 


- isas City 


[ Oklahoma City 


Bowling Green 


Oixie Community Action Agency^ 

Neighborhood Housing Servic es of Kar^sas City, in c. 

Beyond Housing / Neighborhood Housing Services of St. Louis 
North Ea'^i 


Kansas City 
St. louis 


Community A ction Corporation 


Jackson 


Hope Enter pr ise Cor p. 
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MS 

1 

Hope Enterprise Corp. 

Jackson 

MS 


Rural Neighborhoods Inc, 

Florida City 

MS 


Community Service Programs of West Alabama, Inc, 

Tuscaloosa 

iV!<; 


2 


N/A 

MS 


2 

Hope En^pnse Cixp._ 

idcEsoii 

MS 


2 

Hope Enterprise Carp. 

idckson 

MS 


2 

Kural N‘'ig^*bO'huods Inc 

Florida Oly 




Jackson 




Jackson 

MS 

3 

Rural Neighborhoods Inc. 

Florida City 

MS 

3 

None 

N/A 





N/A 










-v * ' 




RurdI NeiRhborhocds [nc 

iH 

1 MT 


0 

NeighborWorks Great Falls 

Great Falls 

1 MT 

0 

Willamette Neighborhood Housing Services 

Corvallis 

1 MT 


0 

Community Frameworks 

Spokane 

MT 


0 

NeighborWorks Montana 

Great Falls 

: Nc 


_1 

Community Housing Partners Coiporation 


istc 









North 

NC 


2 

Family Services, Inc. 

Charleston 

NC 

2 

Community Housing Partners Corporation 

Christiansburg 

NC 

NC 

NC 

2 

a 

4 

DHiC, Inc 

Neighborhood Partnership Housing Services 

Raleigh 

Raleigh , 

Ontario 

NC 

4 

DHIC, Inc. 

Raleigh 

NC 

NC 

f 

_4_ 

5 

Durham Communitv Land Trustees 

ramily Services Inc 






North 

NC 


6 

Family Services, Inc. 

Charleston 

NC 

6 

Community Housing Partners Corporation 

Christiansburg 

NC 

6 

DHIC, Inc. 




EBMI 








NC 

8 

Charlotte-Meckienburg Housing Partnership, Jnc 




1 

Communitv Housing Partners Corporation 

North 

NC 


9 

Family Servrrps fnr 

HI 


9: , ■ , 

CharloHe ^'••^l.lf■nbllrg Housing Pa''tnpiship,lnc 

Charlotte 

NC 

10 

Charlotte-Meckienburg Housing Partnership, Inc 




Housing Partners Corporation 

North 




Farruly Services. Inc. 

Charleston 



Asheville 


M ountam Housing Opportunities;;^; 


_[ Worcesiei 


Odk Hi *! Corr^mu nity Development Corp. 


Charlotte 


iharioitp M eck lenb urg Housing Partnership, Inc. 


North 

Chariesto 


Family Service s, Inc. 


N^ighborWo rfcs Lin cotn 

NcighborWorkb Northeast Nebraska 


NoighborVvorks Lincoln 

N t'borWorks Norrhea'l Nt br.rsk 


Affordable Housing Education and Development, Inc. 


Littleton 


Concord 


CATCH Ne ighborhood Housing 


Laconia Area Community Land Trust, Inc. 


Laconia 


N eigh borh oo d Housing Services of Greater Nashua, Inc. 


Nashua 


NeigMorWorks Greater 
Gtiman Housing Trust, I 


Elizabeth 


Brand New Pay, Inc. 


Housing and Neighborhood Development Services, inc. 


Orange 


St. Joseoh’s Caroenter Society 


Camden 


NJ 3 Brand New Day, Inc. 


Elizabeth 


3 i Housing and Neighborhood Development Services, Inc. 


H ousing and Neighborhood Development Services, inc. 


Housing Partnership for Mo rris County _ 
Noibhbornooii Housing Services of New York City Inc 
Housing and Neighborhood Development Services, Inc. 

Brand Ne w Day, Inc. 

Housing and Neighborhood Development Services, Inc, 
Housi ng P artnership for Morris County 

Brand New Day, Inc. ^ 

Community Development Corporation of Long Island, Inc. 


Dover 


Orange 

Elizabeth 

Orang^e 

Dover 

Gehtereach 
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NJ 


Housing Partnership for Morris County 

iPdvdrf:v: 

Ni 

8 

Housing and NeigWjcrtKKwl £fe^opmerrt Servfe^ tnc. 

Orange 

1 Hi 

9 

Brand New Day, inc. 

Elizabeth 

i NJ 

9 

Housing and Neighborhood Development Services, Inc. 

Orange 



iing Partnership for Morris County 

Dover 

\ 

10 

Asia f lirans for Equality, inc 

Hrand New Day, tnc 

Elizabeth 

NJ 

10 

Housing PartnersiHp For Morns County 

Dover 

NJ 

10 

La Casa fte Den Pedro, Inc: 

Nowark 

' 'NJ'' '''• 

10 

Housiok and Nnighborhood Devplopmont Services, Inc. 

Orange 

Mi 

11 

Housing and Neighborhood Development Services, Inc. 

Orange | 

NJ 

11 

Housing Partnership for Morris County 


NJ 

12 


■■ 'WJ f ~ 

NJ 

12 



NJ 

13 



NJ 

13 

Brand New Day, (nc. 

Elizabeth 

NJ 

13 

Housing and Neighborhood Development Services, Inc. 

Orange 

NJ 

— 

La Casa de Don Pedro, Inc. 

Newark 

■1 

1 




1 



NM 


Navajo Partnership for Housing, inc. 

Gallup 

NM 

SH 


Hugo 

NM 




; NM 




NM 

3 



1 NV 

1 

Neighborhood Housing Services of Southern Nevada, Inc. 



2 

NeighbDrWork$,H*||eOwnership Center Sacramento Regiott , 


1 NV 

3 

Neighborhood Housing Services of Southern Nevada, tnc. 

North Las Vegas | 


1 

Nnphoorhood Housing Services of New York City Inc 

MnmiMHl 

. ‘ifV 


1 

1 roy Rehabilitation & Improvement Pri 

^ ' li'U* \-V 


1 

roTtmiinity ^rvolopme' 1 Co^poratton Inc 

uj. « 

Lw.- J 

2 

Neighborhood Housing Services of New York City, inc. 

Ngvj vork 

r..., 

V 

"Y 

Community Development Corporation of long Island, Inc 

Cf nterodch 

NY 

3 

Neighboi nooc t lous'ng Service- of New Yoi k City, Inc 


NY 

3 

UNHS NeighborWnrks HomeOwnership Center 


NY 


Troy Rehabilitation Improvement Program, inc 


\V 


f omnn iitv ^eiopm< nt ( orpmatroii ot ! onp hi^ino, mic 


NY 

4 

Neighborhood Housing Services of New York City, Inc. 



, 

Community Development Corporation of Long Island, inc. 

(,r:' 


h .] 

Neighborhood rluusirig Services of New Yoik City, inc 

New York 

jSYoJ 


Community Development Curporation of Long Island, Inu 

Centereach 


b 

Asian Americans for Equality, inc. 


NY 

fj 

Neighborhood Housing Services of New York City, inc. 

New York I 

NY j 6 

Community Development Corporation of Long Island, Inc. 

Centereach 1 

MY 

6 

Asian Americans for Equality, Inc. 

New York j 

NY 

7 

Neighborhood Mousw^^ervices of New York City, te- 

New York 







( ii'iuiiiiy DL«'>'lcipniPni ( orpoiiUion ol (Ot\> isl.ind. Int 


AjTiericans for Equali^, Inc. 


Neighborhood Housing Services of New York City, Inc. 


Anu ’h:-=io'; for Equaiityjnc. _ 

Nfei^riborhucd Muusint; Sf'rvice^ of New>ork City, 'm 
Asian Airteik:ans fur bquditty, Inc. 


Neigh borhood Hou sing Services of New York City, fnc. 


Community Development Corpo ratio n of long island, Inc. 


Centereac 


NctBhbofh ood HousinR Servic es of 
ALi.inAmpncansfor batuh'v 'nc 


Neighborhc 


Norfibborhi 


H>>u!»inh ScsQurcLa of Columpra Cou Inc. 


jpi'ration Ic mprovempnt pnipiam inc 


I 22 ^ 

Neighborhood Housing Services of New York City, Inc. 


N> i a 

1 foy Rehabilitation & Improvement Program, Inc, 

Troy 

m 1 22 J 

Home rieadQuarters, Inc. 

Syracuse 

NY 1 22 1 

Oppoitumties for Chenango, Inc. 

Norwich 

MY ‘ 22 * 

Hudson River Housing, Inc. 

Poughkeepsie 

NY r22 [ 

Hhacu Ne ghborhood Housing Services, inc. 

ithaca 

N' 22 f 

P^tiiitone 

Rochester 
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i 

. 


Kingston 


?3 

UNi^S NeighborWorks HomeOwnership Center 

l.'i 



1 n. y Rphdbiiitdbon & trr>f)ruvi'nf)f*nt Progr«im, !r*.c 

Iroy 


23 

Champlain Housing Trust 

Burlington 


7\ 

Home HeaciQikHlers, Inc 

Syracuse 

MV 

23 

Hudson Riv(^ HuUSifig, Inc 

Poughkeepsie’ 


23 

Kurrtr UMei PiirservdUon CumpfUiy, Inc. 

Kingston 


?3 

* p'K>'’»nniHe" for Chfnango, Inc 

Norwich 


:.i 

riObb ng As^stance Program of Essex C oun ty Inc 

Elizabeth town 


fci 

>1 tdw/'t' wC '‘onnly Housing fn»inn' 

Canton 

MY 


Neighborhood Housing Services of New York City, Inc. 

New York 

MY 

24 

Ithaca Neighborhood Housing Services, Inc. 

ithaca 

NY 

24 

UNHS NeighborWorks HomeOwnership Center 

Utica 

NY 

24 

Home HeadQuarters, inc. 

Syracuse 

MY 

24 

Opportunities for Chenango, Inc. 

Norwich 

NY 

24 

PathStone 

Rochester 



Neighbornoocl 1 lousing Services of New Yorti City Ini 




NeighborWorks Rochester 

■ ... . 


?5 ' UNIIb NcighborWous humeOwnershipLenter 




Neighborhood Housing Services of South Buffalo Inc 

' j;. 



Hudson River Housing, Inc 

‘ -1* 

I^Its- 

^9f 

Opportunities for Chenango^tric _ 



£■' ' 

Arbor Development 







r-Z-t" 





t 

■ 

iMliiiBMiiwilii 

MY 

26 

NeighborWorks Rochester 

Rochester 

MY 

26 

Niagara Falls Neighborhood Housing Services, Inc. 

Niagara Falls 

NY 

26 

West Side Neighborhood Housing Services, Inc. 

Buffalo 

NY 

26 

Home HeadQuarters, Inc. 

Syracuse 

NY 

26 

PathStone 

Rnrhp‘;tpr 


w\ 

r"' '?'z[ 




s: .! J - is 





^5.. 


27 

We<t Side Neighborhood Homing Servicf Inc 



28 

NeighborWorks Rochester 

Rochester 

MV 

28 

West Side Neighborhood Housing Services, Inc. 

Buffalo 

MY 

28 

Neighborhood Housing Services of South Buffalo, Inc. 

Buffalo 

MY 

28 

Opportunities for Chenango, Inc. 

Norwich 



Falls Neighboihood Housing Services, inc 




Ithaca Neighborhood Housing Services, Inc. 




NeighborWorks Rochester 

f^ocne'KlCf 


29 

Home HeadQuarters, Inc. 

Syracuse 


29 

Arbor Development 




Cioportunitios for Chenango, Inc 

^4nr^,v^rr 
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^9 

s i-.nilJtuqud Motiu* RotiatiUilcirion <)nd h'np>'iJvc'(i'UM'-( • '-.-.“i ‘'Mion 

Mayville 


:■'! 

Neighbot kVorks NomG Re&ourf es 

Clean 

NY 

29 

PathStone 

Rochester 

1 OH 

1 

Home Ownership Center of Greater Cincinnati, fnc.. The 

Cincinnati 

i 

1 

Neighborhood Housing Services of Hamilton, Inc. 

Hamilton 

0! 

2 

Sl Mary Development Corporation 

lk)me Own(*iship Center of Greater Cincmnatt inc , The 

CrKunnati 



*>l Marv r>*vt‘iopment CotpoMtion 

Dayton 

1 OH 

3 

Home Ownership Center of Greater Cincinnati, Inc., The 

Cincinnati 

OH 

3 

Neighborhood Housing Services of Hamilton, Inc. 

Hamilton 

1 OH 

3 

Neighborhood Housing Partnership of Greater Springfield, !nc. 

Springfield 

1 OH 

3 

St. Mary Development Corporation 

Dayton 



Neighborhood Housing Services of Toledo, Inc 




Si Mary Developinent Corporation 

.h'-'.-'./C- ' . acA 



Neighbortiood Housing Partnership of Greater Springfield, inc i Spnngfirld ! 



Cotumbus Housiiw Partnership, Inc 


imim 



Cast A|r(un rjtLigfiborhood Oe.refoprnent Corporation fnc 


OH 

5 

Neighborhood Housing Services of Greater Cleveland, Inc. 

Cleveland 

OH 

5 

Neighborhood Housing Services of Toledo, Inc. 

Toledo 

OH 

mm 

Neighborhood Development Services 

Ravenna 


MB 

Neighborhood Oevetopment Services 






OH 

7 

Columbus Housing Partnership, Inc. 

Columbus 

OH 

7 

Neighborhood Housing Partnership of Greater Springfield, Inc. 

Springfield 

OH 

7 

St. Mary Development Corporation 

Dayton 



Home Ouiiiership Center of Greater Onannati me. The 





• -.“t ' . 



Neighborhood Housing Partnership of Greater Spnngfield, Inc. 

' •a**," ^ 




;?.-vr 7,X,l ‘ 

MatMjlla— I 

OH 

9 

Neighborhood Housing Services of Greater Cleveland, Inc. 

Cleveland 

OH 

9 


Ravenna 

OH 

9 

Npiphhnrhnnd Hotisinp f>prvirf»<; nf TolArin lor 



10 

Neighbor f icod 1 lousini’ Services of Greatei Cleveland, inc 


OH 

10 

Neighborhood Deyeiopment Settees. 


i OH 

11 

Neighborhood Housing Services of Greater Clevelrind, fnc. 

Clcv^h ti 

OH 

12 



1 OH 


NeiRtiborpO'd nevHi'pi'u ill jw.ir.’ 


1 OH 

13 

Neighborhood Housing Services of Greater Cleveland, Inc. 

Cleveland 

I OH 

13 

Neighborhood Development Services 

Ravenna 

1 OH 

13 

Akmn Neighborhood Development Corporation inc 

Akrnn I 

Oh 

14 

Ne'ghborhooii MouMog Services of Ort^atei Cleveland, Inc 

Cleveland 


14 

Columbus Housing Partnership, Inc. 

Columbus 

OH 

14 

Last Akron Neighborhood Development CorpoMiion Inr 

Akron 

?ol 

,,I4 . , 

Neighborhood Development Services 

Ravenna , ,, , 


15 

Neighborhood Housing Services of Greater Cleveland, Inc. 

Cleveland ! 

OH 

15 

Neighborhood Housing Partnership of Greater Springfield, inc. 

1 

Springfield 1 
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OH 

15 

Columbus Housing Partnership, inc. 

Columbus 

i 

ro". 

Neighborhood Development Services 



16 

NfSiJ.hboftiood Houstn^ Services ut Greatni Clevotand. Inc. 

Cleveland 


16 

Last Akicin Neighbortiuod Development CoipoiatiQn Inc 

Akron 

OH 

Ifa 

Neifd^borhood Oevetopmcnt ServiLos 

Ravenna 

1. »*■« 

V 

PathStone 

- • .\h" 0 ' Neighborhood Development Corporation Inc. 

RochestP! 

OH 

18 

N ir^oornooc: Development Services 

Nei@hborhood Housinf< Services af Grcutor Cfevetanci, inc. 

i-ii'vel-t 

OH 

18 

Neighborhood Oewelopinent Services 

Ravenna 


18 

■■! 

( ofumbMs Mou* inq Partfcshin Inr 

Neighborhood Housing Services of Oklahoma City, Inc. 

Columbus 

Oklahoma City | 

1 OK 

1 

Little Dixie Community Action /^ency 

Hugo j 

1 

LI 

Community Action Project of Tufsa County 

Ttika j 



Ni'rghborhood Housing bervices of Oklahoma City, Inc 







a 

rfrTT"- ■ ij-UTL- 

liUiJStl-iiyiWiiigM 

OK 


little Dixie Community Action Agency 

Hugo 

OK 

3 

Community Action Project of Tulsa County 

Tulsa 

OK 

3 


Oklahoma City 





wsmm 




OK 

5 

Community Action Project of Tulsa County 

Tulsa 

OK 

5 

Neighborhood Housing Services of Oklahoma City, Inc 

Oklahoma City 

OR 

1 . 

Willameno Neighborhood Housirig Services 

.-.S- ''Vs 

OR 



■ a,- — ■v-.-j-.-™- 



NelghbotVnpiv. 

UaullililiBlil 

OR 

1 

RtACH Community Develomienl Inr 

Portland 

OR 

2 

Neighborhood Housing Services, Inc. 

Boise 

OR 

2 

Umpqua CDC 

Roseburg 

OR 

2 

Neighborimpact 



■ 

Poitland Housing Center 

Neighborlinpacf 



i 

PF^C h ^.cmmufYitv Deveiopn ent Inc 

1 

fj 

OH 

4 

Portland Housing Center 

Portland 

OR 

4 

Neighborimpact 

Bend 

OR 

4 

Umpqua CDC 

Roseburg 

-- 

- 

VViiiainoite Neighborhood Housing Services 



fS‘i5L 

Poi tianu Mousing Center 

M 

OK 

s. 


■OR' H";-' 

5 

WIflamette Neighborhood Housing Services 

Corvallis 



N' , V - 1 .1 'gton Community Development Corporation 



-> 

New Kensington Community Development Corporation 

PhtlidnU :■ 1 1 

’■';PA''0'.V\, 


NeighborVVorks Western Pennsylvania 

"Pittsb«rgh'.CC'r:5v|' 
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PA 

5 

NeighborWorks Western Pennsylvania 

Pittsburgh 

PA 

:;6^ v; 

Neighborhood Housing Services of Greater Berks, Inc. 

':fteEKJing:'.;;;. 

A 

;6: ; r ^ 

PathStone 

Rochester 

PA 

7 

New Kensington Community Development Corporation 

Philadelphia 


7 & 

Neighborhood Housing Servkss of Greater Berks, Irrc. 

•jteadir<gi'?r.A'A 

:PA ^ 

'8^vA- 

New Kensington Community Development Corporation 

^Phiiadelphla / 

PA 

9 

NeighborWorks Western Pennsylvania 

Pittsburgh 

PApy 

10 

Neighborhood Houdng Services of Greater Berks, Inc. 

iSSiiBiii; i V - 

:Wr';v,; 

10 

Neigftborhood Housing Services of Lackawanna County 

Scranton 

PA 

1&: . 

PathStone 

'RpeheMerv 

PA 

11 

Neighborhood Housing Services of the Lehigh Valley, Inc. 

Allentown 

PA 

11 

Neighborhood Housing Services of Lackawanna County 

Scranton 

PA 

11 

PathStone 

Rochester 

PA 

11 

Community Development Corporation of Long Island, Inc. 

Centereach 

I PA 

11 

Housing Partnership for Morris County 

Dover i 

I PA 

12 

NeighborWorks Western Pennsy Ivania 

Pittsburgh 

1 PA 

12 

Cumberland Neighborhood Housing Scivices tnr 

Cumberland 

PA 

13 

PathStone 

Rochester 

PA 

13 

New Kensington Community Development Corporation 

Philadelphia 

PA 

14 


Pittsburgh 

PA 

15 


Allentown 

PA 

16 



PA 

16 

~.Z ' -w- 


PA 

16 



PA 

17 

Neighborhood Housing Services of Greater Berks, Inc. 

Reading 

PA 

17 

PathStone 

Rochester 1 

PA 

18 

NeighborWorks Western Pennsylvania 

Pittsburgh 

PA 

19 

Neighborhood Housing Services of Greater Berks, inc. 

Reading 

PA 

19 

PathStone 

Rochester 

j PA 

19 

interfaith Housing Alliance, Inc. 

Frederick 

' PR 

98 

Ponce Neighborhood Housing Services, Inc. 

Ponce 

I PR 

98 

San Juan Nei|bborlTOOd Housmt- Services Inr 

_Santurce 

, PI 

1 

Neighborhood Housing Services of the South Shore, Inc. 

Quincy i 

Ri 

1 

Oak Hitj Community Development Corp. 

Worcester 

Rl 

1 

West Elmwood Housing Development Corp. 

Providence 

RI 

"Rl’C ;'r" 

1 

t,. 7 

NeighborWorks Blackstone River Valley 

Neighborhood Housing Services of the South Shore, Inc 

Woonsocket 

ni p"'" 


Nuo^t^a Conuuudad Development Coip 

Roxburv 

Ri:;; V; 

2>’ c: 

NeighborW(»ks Btackstone River Valley 

CommunityWorks Rhode fstand 



ly'A” 


Proyidence ' 

North 1 

1 SC 

1 

Family Services, Inc. 

Charleston 1 

North o:': 1:1 

sc 

'2; a/; 

Family Services, Inc. 'l^";yi- :a' : 

Xhartetofi:' 

1 

3 

Family Services, Inc. 

North j 




Charleston 


!)«.w*loi;{ni'rTt Cnrno!.it>on 


Ch arlotte-M e ckienburg Housing Partnership, Inc. 


North 

C harles ton 


FamiJ^Services, Inc. 


^amrv '.orv'c«»s. Inc. 

Com munityWorks North Dakota 

Neigh borWorks Dakota Home Resources 
Northeast South Dakota Community Actio: 


Mandan 


Deadwood 


Federation of Appalachian Housmg Enterprises 
Knox Housing Partnership, Inc. _ 


Knoxville 


K nox Housing Partnership, Inc. 


Knoxville 


Aff ordable Housing Resources, Inc. 


Nashville 


Federation of Appalachian Housins Enterprises 


Nashville 


Knox Housing P art nership, Inc. 


Knoxville 


Affordable Housing Resources, Inc. 


Nashville 


Federatio n of Appalachian Ho using En terprises 


Foundation Communities 


Austin 


BCL of Texas 


Austin/Oaiias 

Austin/Daftas 


Austin/Dallas 


:AuSt3n/l)aJlas'' 


lk.Lot Texas 


Tejano Center for Co mmunity Concerns 


Houston 


/iWenue (^mmunity Develo pme nt Corporation 


Houston 


^Houston 


AvenueXommijhr 


ration 


■Hpustoh 


Tejano Center for Community Concerns 


nuuitUH 


Avenue^ommunity Dev elopment Corporation 


Houston 
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1 TX 

9 

Fifth Ward Community RedeveSopment Corporation 

Houston 


* 

Tifth \?tfard Community Redevelopment Corporation 

-'HpuStdit TT' ;'": 

v: 

10 

BCL oflexas 

ijSustinifDaUBs 

IX ' 


h*rarH> Center ior Community Coni eriis 

THous^nof, 

TX 


Lommumtv Action Protect nl TuKa County 


TX 

' iott: 

Avenue Community D(rvi*iopmt?fit Corporation 

?,^ouston T 

TX 


‘-’'•mdation r<'rnmunities 

Austin 

TX 

12 

l-itth Ward Community Redevetopmimt Corporation 

Houston 


'12W” 


•^'AliStin/DaWas; 

TX 

X3 

Neighborhood Partnership Housing Services 

Ontario 

re 

14 

Fdth Ward Clonununity Redevelopment coiporatioii 

• Houston 

TX 

u 

I pjarw Center for Commuruty Cww-wns 

-Houston 



Avenue (.ommunity Development Corporation 

Houston 

TX 

14, 

BCL of Texas 

Austin/Daitas 

TX 

15 

Affordable Homes of South Texas 

McAllen 

TX 

15 

Amigos Del Vaiie, !nc. 

Mission 

TX 

15 

BCL of Texas 

Austin/Dalias 

TX 

15 

Little Dixie Community Action Agency 

Hugo 

TX 

K 

Little tRxieiGemmunity Action Agency 


TX 

16 

'iprr? del sol Housinp CurK>oratiOP 

^ • ■’ tHswS 

TX 

17 

BCl of Texas 

Austin/Dallas 

re 

17 

NelghborWorks Waco 

Waco 

Bm 

Pff? 

rejano Center for Community Concerns 



sTJe^ 

Avenue Community Devefopment Corporation 




i-ifth Ward Community Redevelopment Corporation 

. 1 . ^ ^ ' 2^^ 


ISH 

None 

N/A 1 

_| 


NeiBhborhooc Hotismp se vii < >. of ai An'onio Ini 


’n,-’ 

7n 

Alamo Area Mutual Housing Association, Inc. 

San Antonio | 

m 

21 







iSitt 

21 


fi~ 1 wnrii 

_ 

71 



TX 

22 

Fifth Ward Community Redevelopment Corporation 

Houston 1 

1'X 

22 

Tejano Center for Community Concerns 

Houston ! 

TX 

22 

Avenue Community Development Corporation 

Houston 1 

'■■tX' 'V.;> 

23- 

LitUe Dixie Community Action Agenty 



m 



^tx :■■■■■■;' 

n 



- 


Neighborhood Housing Services of Dimmit County/fnc 

• CatTKo Springs - 

TX 

24 

Neighborhood Partnership Housing Services 

1 

Ontario 1 

TX 

24 

BCL of Texas 

Austin/Dallas | 

; TX 

24 

Foundation Communities 

Austin ] 

rx 

;2s>'T' 

Ai'*i^u»uei Vdile, inc 

Mission : 

rTXvT'v 

:25-t- 

BCL of Texas 

Austin/Dallas 


'25- 

iPouhdation-CommunftleSe , ; T - t 

:faistinT>-: 

t TX 

26 

BCL of Texas 

Austin/Daflas | 
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Austin/D^ias 

Mission 

Corpus Christ! 
;McAtlen : 


BCL of Texas 

Amipps Del Vallr, I nc, 

Nueces Cpuniy Community Action Agency 
"'ffrrrtribln Hewnos of South Texjs 

Affordable Homes of South Texas 


Communities 


Neighborhood Housing Services of San Antonio, inc. 


San Antonio 


laredo-Webb Neighb orh o od Housing Services, In c. 


Laredo 


houstrn 


■fmmaeCqmttt tmgff Pe»daywwnt Capofattet t 

Tojano r^tor lor Gommnni^ ( orKcms 

8CL of Texas 


NeighborWurkb Provo 


i Provo 


NeighborW or ks Resource Group 


Richmond 


Community Housing Partners Corporation 


I Htfftsing Services. Inc. 


Com munit y Hou sfrrg 


NeighborWorks Resource Group 


Richmond 


A rlington 


Christiansbun 


Community Housing Partners Corporation 


ShbofWorks Resource Group 


Richm ond 

Christiansl 


Neighbor 

Commtmi* 


^eighborWorl« Resource Group 


Richmond 


DHIC, inc. 


Raiergh 


_Federati^n_of Ap palachian Housing Enterprises 
Co mmu ni ty Housing Partner s Corpo ration 

NeighborWorks Aesourre Group 


Richmond 


Chrlstiansburg 


Commur^fy-Hoi tsini* Partners LorDoralion 







Harbor County 


C ‘ NetghborWorks of fim ys Ha^rbor 


Central Ar ea Development As 


7 i HomeSjght 


HomeSight 


Neighbo r hood Housing Services of Richla nd County, Inc. 


Richland Center 


Milw aukee 

I Beloit 


f^using R^ou^rces, inc. 

Neighborhood Housing Services of Beloit, I nc. 

c o'nmunrty Nojghborhoori Housng Sesvicfi, lr>c 


S I jiftgthea st Sou th Da kota Coittn^unity AcQp n Prof^'ani 

3 I Ifefehborho^ Housing SP4Viceso^RKhlarrd Countv, trie 

Neigh bor hood Housing Services of Southeast Wisconsin, Inc . 
^ I Hou sin g Resources, Inc. 

4 I Select Milwaukee, Inc. 

N iL'.'iO*. ’oidp'.ii ‘I'g Sif jjces V ^uthoatL Wisconsin Inc 


J^cine 

Milwau! 


NeighborWorks Green Bay 
Housing Resources, Inc. _ 

Ne!ghborWork.s Green Bay 

N< 1 4'horhood Housing 5mtco« oi Puiuth, inr 



0 


-psUtfAffu . . 

; W", 

0 

Rocksneham Area Commuwtv land Trust, Inc. 
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Northeast StoutH Dakota Cdnmunity Action Program^>^ ; 

Sissetdn 


7 

>Housing Resoiirces,3hc. | ' V,";' .Vv,;,; 'V v 

Ml^ukee 

1 Wl 

8 

Housing Resources, Inc. 

Milwaukee 

1 Wl 

8 

NeightsorWorks Green Bay 

Green Bay 


•■i'vv 

GommunityWorte In Virginia, Inc. 

Charleston V 

i'wv ■ 

1 

HomeOwnershlp Centw, 6k. 

Elkins" '-'V;: 



Federation of Appalachian Housing Enterprises 

rflereaV"'' "y:,, ; 

■/WV:'/ 

J '-'7 

Fairmont Cpmrnunity Deveto^ent-Partnershljs^^lnc 

VFalrmdnt ■' V.". 

wv 

2 

CommunityWorks In West Virginia, fnc. 

Charleston 

wv 

2 

HomeOwnership Center, inc. 

Elkins 

wv 

2 

Interfaith Housing Alliance, Inc. 

Frederick 

wv 

2 

Federation of Appalachian Housing Enterprises 

Berea 

wv 

3 

X A- :4 .HB 

Charleston 

wv 

3 


•Eikife ; yyy; y 

wv 

3 

Federation of Appalachian Housi ’ < 'ero' 

Berea 

WY 

0 

NeighborWorks Dakota Home Resources 

Oeadwood 

W¥ 

0 

Neighbor to Neighbor, Inc. 

Fort Collins 

WY 

0 

Wyoming Housing Network 

Casper 
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Table B. 

Number of Homeowners that Have Received NFMC Counseling, by Congressional District, as of December 16, 20X0 


Congressional 

Number 
of NFMC 

clients 

District 

served 

AK-99 

1,084 

AL-01 

1,526 

AL-02 

937 

AL-03 

1,094 

AL-04 

627 

AL-05 

650 

AL-06 

1,657 

AL-07 

2,156 

AR-01 

528 

AR-02 

915 

AR-03 

1,583 

AR-04 

371 

AZ-01 

2,167 

AZ-02 

6,658 

AZ-03 

4,283 

AZ-04 

5,349 

AZ-05 

2,604 

AZ-06 

5,919 

AZ-07 

6,367 

AZ-08 

3,117 

CA-01 

2,025 

CA-02 

2,012 

CA-03 

5,467 

CA-04 

3,473 

CA-05 

4,635 

CA-06 

2,105 

CA-07 

5,634 

CA-08 

1,345 

CA-09 

3,850 

CA-10 

4,695 

CA-11 

5,455 

CA-12 

2,268 

CA-13 

3,377 

CA-14 

1,549 

CA-15 

2,099 

CA-16 

3,124 

CA-17 

2,643 

CA-18 

5,648 

CA-19 

5,076 
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CA-20 

3,531 

CA-21 

4,537 

CA-22 

4,259 

CA-23 

3,316 

CA-24 

3,206 

CA-25 

6,578 

CA-26 

3,457 

CA-27 

3,502 

CA-28 

2,633 

CA-29 

1,420 

CA-30 

1,639 

CA-3a 

1,440 

CA-32 

2,317 

CA-33 

3,216 

CA-34 

1,623 

CA-35 

3,943 

CA-36 

1,549 

CA-37 

3,249 

CA-3S 

3,018 

CA-39 

2,674 

CA-40 

1,974 

CA-41 

5,644 

CA-42 

2,839 

CA^3 

6,601 

CA-44 

5,590 

CA-45 

6,855 

CA-46 

1,306 

CA-47 

1,695 

CA-48 

2,069 

CA-49 

5,642 

CA-50 

3,891 

CA-51 

6,928 

CA'52 

4,115 

CA-53 

2,987 

CO-01 

3,515 

CO-02 

3,549 

CO-03 

2,064 

CO-04 

2,602 

CO-05 

1,606 

CO-06 

3,629 

CO-0? 

4,077 

CT-01 

2,382 

CT-02 

1,808 

CT-03 

3,041 

CT-04 

2,868 

CT-05 

2,144 

DC-9S 

2,796 

DE-99 

4,830 
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FL-01 

1,198 

FL-02 

1,184 

FL-03 

5,387 

FL-04 

3,928 

FL-05 

3,307 

FL-06 

3,160 

FL-07 

3,198 

FL-08 

3,782 

FL-09 

2,754 

FL-10 

2,020 

FL-11 

3,884 

FL-12 

3,314 

FL-13 

2,184 

FL-14 

4,461 

Fl-15 

3,753 

FL~16 

3,901 

FL-17 

5,760 

FL-18 

1,894 

FL-19 

3,921 

FL-20 

3,646 

FL-21 

3,185 

Fl-22 

2,914 

FL-23 

4,821 

FL-24 

3,149 

FL-25 

4,983 

6A-01 

1,992 

GA-02 

2,683 

6A-03 

1,647 

GA-04 

5,370 

GA-05 

3,620 

GA-06 

2,628 

GA-07 

5,785 

GA-08 

4,782 

GA-09 

2,210 

GA-10 

3,592 

GA-11 

3,255 

GA-12 

2,351 

GA-13 

8,342 

H!-01 

737 

Hh02 

1,687 

!A-Oi 

1,923 

IA-02 

1,227 

iA-03 

2,991 

IA-04 

1,758 

iA-05 

1,226 

lD-01 

2,124 

ID-02 

777 

IL-01 

5,824 
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lL-02 

8,064 

!L-03 

4,719 

11-04 

4,620 

IL-05 

3,296 

IL-06 

2,882 

lL-07 

4,559 

iL-08 

2,651 

IL-09 

1,933 

iL-10 

1,315 

IL-ll 

2,132 

11-12 

1,603 

iL-13 

3,115 

IL-14 

5,133 

IL-15 

709 

IL-16 

2,587 

IL-17 

902 

lL-18 

1,060 

iL-19 

835 

IN-01 

1,826 

lN-02 

1,819 

IN-03 

2,372 

iN-04 

1,916 

IN-05 

2,239 

IN-06 

1,724 

tN-07 

2,856 

iN-08 

1,281 

IN-09 

1,696 

KS-01 

258 

KS-02 

766 

KS-03 

1,795 

KS-04 

696 

KY-01 

763 

KY~02 

1,987 

KY-03 

4,308 

KY-04 

2,222 

KY-05 

690 

KY-06 

2,222 

LA-01 

1,512 

LA-02 

1,536 

LA-03 

887 

LA-04 

665 

LA-05 

527 

LA-06 

1,247 

LA-07 

622 

MA-01 

2,243 

MA-02 

3,044 

MA-03 

2,220 

MA-04 

1,772 
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MA-05 

2,314 

MA-06 

1,936 

MA-07 

1,684 

MA-OS 

2,085 

MA-09 

3,542 

MA-IO 

3,256 

MD-01 

2,506 

MD-02 

4,411 

MD-03 

3,338 

MD-04 

10,091 

MD-05 

8,274 

MD-06 

3,473 

MD-07 

4,090 

MD-08 

4,834 

ME^Ol 

1,535 

ME-02 

1,209 

Mi-01 

1,352 

Ml-02 

2,313 

MI-03 

2,441 

Ml-04 

1,501 

MI-05 

5,172 

MI-06 

1,799 

MI-07 

2,788 

MI-08 

2,344 

MI-09 

2,442 

Mt-10 

3,419 

MI-11 

3,648 

MI-12 

4,236 

MI-13 

4,459 

Ml-14 

6,273 

Ml-15 

3,472 

MN-01 

2,420 

MN-02 

5,954 

MN-03 

4,185 

MN-04 

5,726 

MN-05 

5,067 

MN-06 

6,105 

MN-07 

3,043 

MN-08 

4,607 

MO-01 

9,170 

MO-02 

1,931 

MO-03 

2,733 

MO-04 

857 

MO-05 

3,484 

MO-06 

1,800 

MO-07 

1,080 

MO-OS 

774 

MO-09 

1,179 
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MS-01 

1,522 

MS-02 

3,704 

MS-03 

2,004 

MS-04 

2,150 

MT-99 

4,021 

NC-01 

2,642 

NC-02 

3,303 

NC-03 

2,013 

NC-04 

2,417 

NC-05 

2,834 

NC-06 

2,649 

NC-07 

2,633 

NC-08 

3,565 

NC-09 

6,367 

NC-10 

3,298 

NC-11 

2,966 

NC-12 

5,406 

NC-13 

3,476 

ND-01 

471 

NE-01 

827 

NE-02 

1,204 

NE-03 

384 

NH-01 

1,424 

NH-02 

1,280 

NJ-01 

2,466 

Nj-02 

2,154 

NJ-03 

2,112 

Nj-04 

1,704 

NJ-05 

1,388 

NJ-06 

1,947 

NJ-07 

1,425 

NJ-08 

1,532 

NJ-09 

1,360 

NJ-10 

2,851 

NJ-11 

1,297 

NJ-12 

1,293 

NJ-13 

1,462 

NM-01 

2,095 

NM-02 

729 

NM-03 

1,342 

NV-01 

6,663 

NV-02 

3,933 

NV-03 

8,557 

NY-01 

2,534 

NY-02 

2,428 

NY-03 

1,461 

NY-04 

2,213 

NY-05 

707 
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NY-06 

3,167 

NY-07 

1,063 

NY-08 

223 

NY-09 

972 

NY-10 

2,516 

NY-11 

1,193 

NY-12 

693 

NY-13 

1,598 

NY-14 

204 

NY-15 

155 

NY-16 

296 

NY-17 

1,613 

NY-IS 

1,135 

NY-19 

2,078 

NY-20 

1,009 

NY-21 

783 

Ny-22 

1,205 

NY-23 

496 

NY-24 

556 

NY-25 

748 

NY-26 

882 

Ny-27 

905 

NY-28 

1,560 

NY-29 

842 

OH-01 

4,181 

OH-02 

2,741 

OH-03 

6,815 

OH-04 

2,135 

OH-05 

1,737 

OH-06 

1,396 

OH-07 

3,564 

0H-Q8 

3,918 

OH-09 

3,108 

OH-10 

5,288 

OH-11 

9,958 

OH-12 

4,431 

OH-13 

4,031 

OH-14 

3,398 

OH-15 

3,230 

OH-16 

3,180 

OH-17 

3,206 

OH-18 

2,020 

OK-01 

1,433 

OK-02 

586 

OK-03 

608 

OK-04 

719 

OK-05 

899 

OR-01 

1,856 
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OR-02 

2,117 

OR-03 

2,062 

OR-04 

1,441 

OR-05 

1,312 

PA-Oi 

5,723 

PA-02 

4,706 

PA-03 

1,981 

PA-04 

2,025 

PA-05 

1,301 

PA-06 

2,383 

PA~07 

2,983 

PA-08 

3,141 

PA-09 

1,243 

PA- 10 

2,112 

PA-11 

3,812 

PA-12 

1,712 

PA-13 

3,345 

PA-14 

2,385 

PA-15 

2,582 

PA-16 

1,919 

PA-17 

1,330 

PA-18 

1,999 

PA-19 

2,343 

PR-98 

4,825 

Ri-01 

2,600 

RI-02 

3,771 

SC-01 

5,149 

5C-02 

4,895 

SC-03 

1,204 

SC-04 

1,771 

SC-05 

2,302 

SC-06 

4,107 

SD-01 

2,884 

TN-01 

1,164 

TN-02 

1,365 

TN-03 

1,147 

TN-04 

1,074 

TN-05 

3,416 

TN-06 

2,648 

TN-07 

2,239 

TN-08 

1,705 

TN-09 

4,634 

TX-01 

403 

TX-02 

458 

TX-03 

1,296 

TX-04 

832 

TX-05 

999 

TX-06 

1,914 
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TX-07 

1,602 

TX-08 

1,886 

TX-09 

967 

TX-10 

1,056 

TX-li 

796 

TX-12 

1,330 

TX-13 

329 

TX-14 

654 

TX-15 

1,346 

TX-16 

1,642 

TX-17 

359 

TX-IS 

1,254 

TX-19 

376 

TX-20 

1,003 

TX-21 

819 

TX-22 

2,042 

TX-23 

1,015 

TX-24 

1,368 

TX-25 

1,128 

TX-26 

1,265 

TX-27 

1,349 

TX-2S 

1,110 

TX^29 

1,473 

irx-30 

2,006 

TX-31 

1,452 

TX-32 

508 

UT-01 

971 

UT-02 

1,552 

UT-03 

1,471 

VA-01 

2,533 

VA-02 

1,387 

VA-03 

2,143 

VA-04 

2,182 

VA-05 

1,121 

VA-06 

1,002 

VA-07 

1,830 

VA-08 

2,092 

VA-09 

755 

VA-10 

3,246 

VA-11 

3,868 

VT-99 

755 

WA-01 

1,378 

WA^02 

1,404 

WA-03 

2,234 

WA-04 

1,772 

WA-05 

1,257 

WA-06 

1,505 

WA-07 

1,231 
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WA-08 

2,005 

WA-09 

1,903 

W!-Oi 

1,494 

WI-02 

1,201 

Wh03 

1,228 

WI-04 

4,020 

W!-05 

1,293 

WI-06 

1,628 

Wj-07 

767 

Wi-08 

1,616 

WV-01 

344 

WV-02 

1,221 

WV-03 

628 

WY-99 

548 

1,119,645 
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DEPARTMENT OF TRANSPORTATION 
WITNESSES 

HON. RAY LAHOOD, SECRETARY, DEPARTME N T OF TRANSPORTATION 

CHRIS BERTRAM, ASSISTANT SECRETARY FOR BUDGET AND PRO- 
GRAMS, DEPARTMENT OF TRANSPORTATION 

Mr. Latham. Good morning, everyone. We have invited Secretary 
LaHood to testify before the subcommittee on the DOT’s fiscal year 
2012 budget request. 

We are delighted to have you here and look forward to your testi- 
mony, Ray. 

It is going to be a tough budget hearing because, let us be hon- 
est, the administration didn’t propose a budget for 2012. They real- 
ly proposed a lot of pie in the sky, a pipe-dream concept paper for 
what you would love to see in a reauthorization bill. There are no 
budgetary details, not one word of the legislative proposal, and 
worst of all, there is no way to pay for their concepts. 

I know you said to other panels in committees where you ap- 
peared as a witness that everything is on the table and you are 
ready to sit down and discuss. We have a table. We are all here. 
We can sit down and discuss it right now if you want to. I think 
we need to get some answers as to what the real substantial pro- 
posals are, how we are going to pay for them, and how the tax- 
payer is going to be affected. 

In your budget and written testimony, you state that this budget 
is investing in creating. Mr. LaTourette isn’t here yet, and I don’t 
want to steal a great line from his questioning, but we tried to re- 
shape and improve the first stimulus bill by doing pretty much ex- 
actly what the President is now calling for: more investment in in- 
frastructure to lead to more and better jobs, improving the indus- 
try, and fixing the roads and bridges of America. 

However, when the deal was cut, no one seemed interested at 
that time in really investing in our transportation infrastructure. 
The first stimulus bill was a one-time shot in the arm by the ad- 
ministration, and I think they botched it by not focusing on what 
was needed or what could be done. 

Now they are back with a second stimulus bill after we have al- 
ready spent billions on some questionable programs and activities. 
Now they have found religion, but have no way to pay for it. 

I am hopeful we will have a productive discussion here today and 
I hope, Mr. Secretary, you will be able to shed some light on this 
budget proposal. 

I want to remind the colleagues here that this is the first of 
many DOT hearings we have scheduled for the subcommittee. We 
will hear from the DOT highway Administrator, Mr. Menendez, to- 
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morrow; the Federal Aviation Administration; the Federal Transit 
Administration; and high-speed and other rail programs and budg- 
ets. Further, Amtrak will have a solo hearing next Thursday, the 
7th. So we have plenty of opportunities to ask more specific ques- 
tions down the road with the agency administrators. 

With that, I want to recognize the subcommittee’s ranking mem- 
ber, Mr. Olver, for his opening comments. 

Mr. Olver. Well, thank you, Mr. Chairman. 

And Mr. Secretary, it is a pleasure to have you here. 

Welcome, it is a pleasure to have you here to speak with us 
today. 

I see some greater good in the DOT’s budget request than I think 
the chairman has outlined. I view the Department’s 2012 budget 
request as a reflection of the ambitious vision needed to ensure 
America’s competitiveness in the global economy through job-cre- 
ating investments in our Nation’s infrastructure, transportation in- 
frastructure. 

Overall, your budget request presents the outlines of a robust 6- 
year comprehensive transportation program, and it recognizes the 
immediate investment opportunities by following through on the 
President’s commitment to a $50 billion upfront infrastructure pro- 
posal, which was first laid out back in September of last year. This 
represents a $128 billion investment in 2012 and $556 billion over 
a 6-year period as that robust long-term authorization. 

As we discuss the specifics, I look forward to better under- 
standing how your request balances the need to expand the net- 
work while ensuring that our existing infrastructure is maintained. 
As you well know, DOT’s most recent conditions and performance 
report indicates that there is an annual investment gap of $27 bil- 
lion to maintain our current system of highways and bridges in a 
state of good repair and an annual gap of around $96 billion to ex- 
pand the system to meet the needs of the population, that con- 
tinues to grow at nearly 10 percent per decade. And we can expect 
while that growth rate will probably go down a little, it will con- 
tinue near that. 

The state of transit isn’t much better, where the estimated state 
of good repair backlog is nearly $80 billion. 

Broadly speaking, every dollar of maintenance deferred this year 
will catch up to the next generation in the form of aging and less 
safe highway and transit systems and an economy choked by con- 
gestion. 

I also agree with the administration’s goal of building a 21st cen- 
tury passenger rail network, the $8.3 billion request for rail pro- 
grams reflects an understanding that all users of all modes benefit 
from an interconnected network that increases transportation op- 
tions. And specifically, highway users will benefit from decreased 
congestion; transit users will receive access to improved inter-city 
connections; and airlines can focus on more efficient, profitable 
long-distance routes. 

In addition, I am pleased to see that fiscal year 2012 budget re- 
quest continues DOT’s commitment to the Sustainable Commu- 
nities Partnership. DOT and HUD have been leaders in promoting 
interagency cooperation and breaking down the stovepipes that sti- 
fle innovative planning. Like you, I strongly believe that Federal 
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dollars are more efficiently utilized when local planning organiza- 
tions have the resources and flexibility to determine what the right 
investments mix of housing, transportation, and community infra- 
structure are in order to foster job growth. 

Finally, the Department must remain vigilant when it comes to 
the agency’s core safety mission. From day one, you have embraced 
this responsibility for all modes and specifically have made raising 
awareness of the dangers of distracted driving a personal crusade. 
And I commend you for continuing that commitment for a safer 
transportation system. 

I believe the budget request you have submitted is robust and 
presents a strong vision for how we tackle our evolving transpor- 
tation challenges. However, I am concerned that in the absence of 
a surface transportation authorization, the new rules enacted by 
the House majority will block implementation of the innovative so- 
lutions that the Department has proposed for meeting our current 
and emerging infrastructure needs. 

Mr. Chairman, I yield back. 

Mr. Latham. I thank the gentleman. 

Again, welcome, Mr. Secretary. Your written testimony will be 
printed in the record. If we could, 5 minutes for your opening state- 
ment. 


Opening Statement 

Secretary LaHood. Thank you, Mr. Chairman, and Ranking 
Member Olver and other members of the committee. 

I am joined today by Chris Bertram, our Chief Financial Officer. 

I want to thank you for the opportunity to discuss President 
Obama’s fiscal year 2012 budget request for DOT. Just a few weeks 
ago. President Obama delivered a powerful message in the State of 
the Union. He said that for America to win the future, our citizens 
and companies need the safest, fastest, most reliable ways to move 
goods and information. He reminded us that if we build it, they 
will come. If we want businesses to open shop and hire our family, 
friends and neighbors, we have to invest in our roadways, railways 
and runways. We have to invest in 21st century buses, street cars 
and transit systems. We have to invest in the next-generation tech- 
nology for our skies and in sidewalks and bike paths that make our 
streets more livable. 

All of this is included in the President’s $129 billion fiscal year 
2012 budget for the U.S. Department of Transportation, designed 
as the first installment of a bold 6-year $556 billion authorization 
proposal. To make room for these essential investments. President 
Obama’s 2012 budget proposes the lowest relative level of domestic 
spending since President Eisenhower was in office six decades ago. 
That was 10 administrations ago. 

The simple fact is that we have to cut and consolidate things 
that aren’t growing the economy, creating jobs or making it easier 
to do business in order to pay for the things that are. So, at DOT, 
President Obama’s budget slashes red tape. It consolidates more 
than 50 programs, and it includes reforms that will accelerate 
project delivery and empower local communities. Our major objec- 
tive is to make investments in tomorrow that expand economic op- 
portunity today, to dream big and build big. That is why this budg- 
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et keeps us on track toward a national high-speed rail system with 
an $8 billion investment in 2012 and a $53 billion investment dur- 
ing the next 6 years. 

It increases resources for highway and bridge improvements by 
48 percent and increases funding for affordable, efficient, sustain- 
able buses, streetcars and transit systems by 126 percent. It in- 
cludes a $50 billion upfront boost to keep our recovery moving in 
the short term and a $30 billion national infrastructure bank that 
will finance major projects of national and regional significance 
over the long run. 

At the same time, safety is and always will be our top priority. 
President Obama’s budget renews our commitment to prevent traf- 
fic crashes with resources for our ongoing campaign against dis- 
tracted driving, drunk driving and to promote seat belt use. The 
President’s proposal requests new authority for the Federal Transit 
Administration to ensure the safety of rail transit riders across 
America, and it gives the Federal Motor Carrier Safety Administra- 
tion stronger capacity to keep commercial traffic safe. 

Finally, we are dedicated to doing all of this without passing on 
another dime of debt to our children or grandchildren. For the first 
time, transportation spending will be subject to PAYGO provisions 
that ensure the dollars that we give out do not exceed the dollars 
coming in. 

So these are a few of the components of the President’s plan, and 
they reflect a much larger point: America’s transportation system 
is at a crossroads. Our choice isn’t between policies on the left and 
policies on the right. Our choice is whether our economic recovery 
rolls forward or goes backwards. It is up to us whether we lay a 
new foundation for economic growth, competitiveness and opportu- 
nities or whether we settle for a status quo that leaves America’s 
next generation of entrepreneurs, our children and grandchildren, 
with clogged arteries of commerce. It is up to us whether we do big 
things or do nothing. If we choose wisely, our legacy can be an 
economy on the move and a future that America is prepared to win. 

I look forward to your questions. Thank you. 

[The information follows:] 
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STATEMENT OF 

THE HONORABLE RAY LAHOOD 
SECRETARY OF TRANSPORTATION 

APPROPRIATIONS SUBCOMMITTEE ON 

TRANSPORTATION, HOUSING, AND URBAN DEVELOPMENT 
AND RELATED AGENCIES 

UNITED STATES HOUSE OF REPRESENTATIVES 
March 29, 201 1 


Introduction 

Chairman Latham, Ranking Member Olver, and Members of the Subcommittee, 
thank you for the opportunity to appear before you today to discuss the Administration’s 
fiscal year (FY) 2012 budget request for the U.S. Department of Transportation. The 
President is requesting $129 billion for Transportation in FY 2012. This includes the 
first-year of a bold new six-year $556 billion reauthorization proposal that will transform 
the way we manage surface transportation for the future. 

America is at a transportation crossroads. To compete for the jobs and industries 
of the future, we must out-innovate and out-build the rest of the world. That is why 
President Obama called on the nation to repair our existing roadways, bridges, railways, 
and runways and to build new transportation systems - including a national high-speed 
intercity rail network - which will safely and efficiently move people and goods. The 
Administration’s Surface Transportation Reauthorization proposal is designed to 
accomplish precisely this, and is the centerpiece of the President’s FY 2012 budget. 

It proposes four broad goals: (I) building for the future, (II) spurring 
innovation, (III) ensuring safety, and (IV) reforming government and exercising 
responsibility. 

The FY 2012 proposal includes a $50 billion “Up-Front” economic boost that is 
designed to jump-start job creation while laying the foundation for future prosperity. 

This initial funding would finance improvements to the nation’s highway, rail, transit, 
and aviation systems. 

I. Building for the Future 

America’s aging roads, bridges, and transit systems must be addressed. For too 
long we have put off the improvements needed to keep pace with today’s transportation 
needs. By 2050, the United States will be home to 100 million additional people - the 
equivalent of another California, Texas, New York, and Florida. More than 80% of them 
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will live in urban areas. Concerns about the need for livable communities will increase as 
communities tackle the need for transportation choices and access to transportation 
services. Additionally, America’s transportation network is part of an increasing 
integrated global logistics chain. American businesses cannot participate in the global 
economy and increase their exports if they cannot get their products out the door. If we 
settle for the status quo, our next generation of entrepreneurs will find America’s arteries 
of commerce impassably clogged and our families and neighbors will fight paralyzing 
congestion. So the Administration’s proposal addresses this challenge in three ways: 

1} Creating a National High-Speed Rail Network : First, the proposal 

provides $53 billion over six years to continue construction of a national high- 
speed rail network. It will place high-speed rail on equal footing with other 
surface transportation programs; include funding for both Amtrak and new 
“core express,” “regional,” and “emerging” corridors; and keep the country on 
track toward achieving a goal of providing 80 percent of Americans with 
access to an intercity passenger rail network, featuring high-speed rail within 
25 years. 

2i Rebuilding America’s Roads and Bridges: Second, the Administration’s 
proposal will provide a 48 percent funding increase - to $336 billion over six 
years for road and bridge improvements and construction. A key element 
expands the current National Highway System to include an additional 
220,000 miles of critical arterials. It will also simplify the highway program 
structure, accelerate project delivery to realize the benefits of highway and 
bridge investments for the public sooner, and underscore the importance of 
maintaining existing highway infrastructure in good condition. These 
investments and reforms will modernize our highway system while creating 
much-needed Jobs. 

3} Investing in Accessible. Affordable Transit Options : Third, the proposal 
will provide a 128 percent increase in funding - to $1 19 billion over six years 
- for affordable, efficient, and sustainable transit options. It will prioritize 
projects that rebuild and rehabilitate existing transit systems, including an 
important new transit safety program, and allow transit authorities (in 
urbanized areas of 200,000 or more in population) to temporarily use formula 
flmds to cover operating costs. 

II. Spurring Innovation 

The Administration’s Surface Transportation Authorization proposal 
acknowledges the important role that innovation and modem business tools play in 
putting our transportation dollars to work wisely. We can no longer afford to continue 
operating our systems the same way we did 50 years ago, with outdated processes and 
financial tools that were made for yesterday’s economy. Our proposal and the 
President’s FY 2012 request responds to this challenge in several ways. 

It establishes an Infrastructure Bank to finance projects of national or regional 
significance. These are projects chosen specifically for how much they contribute to 
America’s economic competitiveness and environmental sustainability, among other 
merit based criteria. By working with credit markets and private-sector investors, the 
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Infrastructure Bank will leverage limited resources to achieve maximum return on 
Federal transportation dollars. The bank will initially receive $30 billion over six years, 
will reside within the U.S. Department of Transportation, and will be managed by an 
executive director with a board of officials drawn from other Federal agencies. 

Recognizing that competition often drives innovation, the Administration’s 
proposal and the President’s FY 2012 budget also includes a $32 billion competitive 
grant program called the Transportation Leadership Awards. This program’s goal is to 
reward States and local governments that demonstrate transformational policy solutions. 
Examples include the use of innovative multimodal planning and funding methods, 
pricing and revenue options, land use guidelines, environmental stewardship measures, 
economic development strategies, innovation of project delivery, and deployment of 
technology - just to name a few possibilities. 

These new and innovative tools will help us to better meet the transportation 
needs of America’s small towns and rural communities. Increased highway funding will 
expand access to jobs, education, and health care. Innovative policy solutions will ensure 
that people can more easily connect with regional and local transit options - and from 
one mode of transportation to another. 

At the same time, our proposal will bolster State and metropolitan planning; 
award funds to high performing communities; and empower the most capable 
commimities and planning organizations to determine which projects deserve funding. 

Innovation must span beyond surface transportation. This is why the President’s 
budget request also includes $3.4 billion for aviation in the $50 billion up-front 
investment. The budget requests $3.1 billion for airport improvements for runway 
construction and other airport projects such as Runway Safety Area improvement 
projects as well as noise mitigation projects. Modernizing our air traffic control systems 
is critical if we are to meet the needs of the future. The President’s FY 2012 budget 
addresses this by providing $1.24 billion for the Federal Aviation Administration’s 
(FAA) efforts to transition to the Next Generation (NextGen) of Air Traffic Control. 

This funding will help the FAA move from a ground-based radar surveillance system to a 
more accurate satellite-based surveillance system - the backbone of a broader effort to 
reduce delays for passengers and increase fuel efficiency for carriers. 


in. Ensuring Safety 

Keeping travelers on our transportation systems safe is my top priority. That is 
why preventing roadway crashes continues to be a major focus at DOT. The 
Administration’s Surface Transportation Reauthorization proposal will provide $330 
million over six years for the ongoing campaign against America’s distracted driving 
epidemic. It will also commit $7 billion to promote seatbelt use, get drunk drivers off the 
road, and ensure that traffic fatality numbers continue falling from current historic lows. 
In addition, it almost doubles the investment in highway safety, providing $17.5 billion to 
Federal Highway Administration (FHWA) safety programs. 

The Department is also taking a fresh approach to interstate bus and truck safety. 
Witli the tragic bus accidents in New York, New Jersey, and New Hampshire, the 
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Department continues to make long-needed improvements to motorcoach safety by 
instituting more rigorous safety standards, and increasing the frequency of safety 
inspections. Our budget request reflects these efforts. Compliance, Safety, 
Accountability (CSA) is a new initiative that will improve safety and use resources more 
efficiently. The Administration’s Surface Transportation Reauthorization Proposal will 
dedicate $4.9 billion to the Federal Motor Carrier Safety Administration (FMCSA), and 
give the Department of Transportation new authority to set tougher safety performance 
goals for states. 

Transit safety is another important priority. Our proposal will, for the first time, 
entrust the Federal Transit Administration with the authority to oversee rail transit safety 
across America. In light of recent transit-related accidents, I believe this is critical to 
ensuring the oversight and accountability our transit riders deserve. 

Our safety focus must also include the transportation of hazardous materials and 
our network of pipelines. The Administration’s Surface Transportation Reauthorization 
Proposal will fund the safety programs of the Pipelines and Hazardous Materials Safety 
Administration (PHMSA) and will enhance its authorities to close regulatory loopholes 
and improve its safety oversight. The President’s FY 2012 budget requests $221 million 
for PHMSA to help ensure that families, communities, and the environment are 
unharmed by the transport of chemicals and fuels on which our economy relies. 

In addition, the President’s Surface Transportation Reauthorization Proposal 
includes funding to eliminate the longstanding gap in accessibility for disabled 
passengers at intercity passenger rail stations. 


IV. Reforming Government and Exercising Responsibility 

As we move forward together to plan for America’s transportation needs, we must 
also keep in mind the responsibility we all share for using taxpayer dollars wisely. The 
Administration’s Surface Transportation Reauthorization Proposal will cut waste, 
inefficiency, and bureaucracy so that projects can move forward quickly, while still 
protecting public safety and the environment. 

Our proposal consolidates and streamlines our current Highway and Transit 
Programs in a major way. The current system of over 55 separate highway programs will 
be folded into five new categories. Similarly, six transit programs are merged into one 
“state of good repair” program and one “specialized transportation” program. As a result 
of these changes, we expect to shorten project delivery and accelerate the deployment of 
new technologies. 

The Administration’s Surface Transportation Reauthorization proposal also 
includes important reforms that change the way we manage our transportation spending. 
Consistent with the recommendations of the Fiscal Commission, for the first time, the 
Budget proposes to subject surface transportation spending to “paygo” provisions to 
make certain that spending does not exceed dedicated revenue. This approach is 
designed to ensure that our surface transportation program is paid for fully without 
increasing the deficit. The proposal will also expand the current Highway Trust Fund 
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into a new Transportation Trust Fund with four accounts - one for highways, one for 
transit, one for high-speed passenger rail, and one for the National Infrastructure Bank. 


Other Highlights 

The President’s FY 2012 request includes some other key transportation priorities 
as well. These include the $18.7 billion in total funds requested for the FAA. FAA 
would receive $9.8 billion to fund the operation, maintenance, communications and 
logistical support of the air traffic control and air navigation systems. An additional $3.1 
billion would support FAA’s Facilities and Equipment program to fund FAA’s capital 
projects. A total of $5.1 billion in FY 2012 would fund the Airport Improvement 
Program when funding from the $50 billion up-front investment is included. 

The President’s request also includes $93 million for the U.S. Merchant Marine 
Academy (USMMA). $29 million of these funds will be used to support the next phase 
of the USMMA’s Capital Asset Management program and for renovations to selected 
barracks and the mess hall. These improvements will help ensure that our cadets have the 
facilities they need to support their education. 


Conclusion 

Thank you for the opportunity to appear before you to present the President’s FY 
2012 budget proposal for the Department of Transportation and our Surface 
Transportation Reauthorization proposal that will help transform transportation programs 
over the next six-years in ways that will benefit all Americans for years to come, I look 
forward to working with the Congress to ensure the success of this request. 

I will be happy to respond to your questions. 

### 
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Ray LaHood - Secretary of Transportation 



Ray LaHood became the 16th Secretary of Transportation on January 
2009. 

In nominating him. President-elect Obama said, “Few understand our 
infrastructure challenge better than the outstanding public servant that 
asking to lead the Department of Transportation.” 


23, 
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Secretary LaHood’s primary' goals in implementing President Obama’s priorities for 
transportation include safety across all modes, restoring economic health and creating jobs, 
sustainability - shaping the economy of the coming decades by building new transportation 
infrastructure, and assuring that transportation policies focus on people who use the 
transportation system and their communities. 


As Secretary of Transportation, LaHood leads an agency with more than 55,000 employees and a 
$70 billion budget that oversees air, maritime and surface transportation missions. 


Secretary LaHood said he would bring President-elect Obama’s priorities to the Department and 
see them effectively implemented with a commitment to fairness across regional and party lines 
and between people who come to the issues with different perspectives. 


Before becoming Secretary of Transportation, LaHood served for 14 years in the U.S. House of 
Representatives from the 18th District of Illinois (from 1995-2009). During that time he served 
on the House Transportation and Infrastructure Committee and. after that, on the House 
Appropriations Committee. Prior to his election to the House, he served as Chief of Staff to U.S. 
Congressman Robert Michel, whom he succeeded in representing the 1 8th District, and as 
District Administrative Assistant to Congressman Thomas Railsback. He also served in the 
Illinois State Legislature. 

Before his career in government. Secretary LaHood was a junior high school teacher, having 
received his degree from Bradley University in Peoria, Illinois. He was also director of the Rock 
Island County Youth Services Bureau and Chief planner for the Bi-States Metropolitan Planning 
Commission in Illinois. 


LaHood and his wife, Kathy, have four children (Darin, Amy, Sam, and Sara) and nine 
grandchildren. 
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FISCAL YEAR 2012 REQUEST 

Mr. Latham. Thank you very much, Mr. Secretary. 

Your testimony and the entire budget request extensively talk 
about the new legislation to reshape the Department. But we 
haven’t seen any legislative proposals coming from the administra- 
tion regarding your Department. When is that going to come for- 
ward? 

Secretary LaHood. We hope that we can have legislation to the 
Congress as soon as possible. — We have all been very busy as a 
team working with the leadership of the administration, who are 
working with the leadership of Congress, to get us past the 2011 
budget, so that we can really begin to focus on the 2012 budget. 
I think once those issues are resolved, you will see legislation up 
here very quickly. 

Mr. Latham. Well, you realize without a proposal or any kind of 
guidelines, it is going to be very difficult for us to write a 2012 ap- 
propriation bill? 

Secretary LaHood. Understood. Everybody is focused right now 
on working with the leadership and Congress to get us beyond 
2011. That is where all our time and energy is being spent. 

Mr. Latham. I know last year you talked about how you wanted 
to delay the reauthorization until March, and that we would have 
a bill by March. But we still haven’t seen any proposals. 

Secretary LaHood. When I said that last year, I had no idea that 
the Congress would be passing two continuing resolutions working 
toward trying to get the 2011 budget fixed. We have to work with 
Congress, and I think all of you want us to work with you to get 
us beyond 2011, getting a budget for 2011, and then we will be pre- 
pared to discuss 2012. 

Mr. Latham. I think everybody knew that last year there was no 
budget even proposed, let alone the appropriation bills. 

Secretary LaHood. There is no question the President has pro- 
posed as big and bold a transportation budget as any President has 
ever proposed. 

Mr. Latham. What assumptions as far as revenue are you mak- 
ing in the budget? Where is the money coming from? 

Secretary LaHood. The Highway Trust Fund will always be a 
source of revenue. We know that, but we know it is inadequate to 
do all the things we want to do and all the things that you all want 
to do because people are driving less and people are driving more 
fuel-efficient cars. 

We believe that some states will adopt tolling to pay for some of 
the things that they want to do. I have met with a number of Gov- 
ernors over the last several months who will be using tolling, along 
with highway trust funds, along with money from public-private 
partnerships. We have proposed an infrastructure bank in the 
President’s budget as a way to pay for big significant projects. 
These are things that we need to continue to talk about with you 
all to figure out how we get to where we want to be. 

The President has put a significant budget out there, and we 
think it really reflects the idea that the transportation bill could be 
a jobs bill. If our goal is to put Americans to work, no better way 



302 


to do it than with the transportation hill. We are willing to sit with 
any of you at any time and figure out how we pay for these things. 

There is no question that what we do, what this committee does 
in terms of transportation puts Americans to work. We proved that 
over the last 2 years. The $48 billion that you all gave us in the 
stimulus worked. It created 15,000 projects and put 65,000 Ameri- 
cans to work. There is no dispute about that. You haven’t read one 
bad story about any earmarks, any sweetheart deals, any boon- 
doggles. We spent the money the way you told us to spend it, and 
we put a lot of our friends and neighbors to work around America. 
We know how to put people to work with our partners in the States 
and with other people out in the country, who take our money and 
use it to put Americans to work. That is what we want to do with 
the budget we are proposing. 

Mr. Latham. If we had to rely just on the gas taxes, what kind 
of increase would we need to fund 

Secretary LaHood. We really haven’t looked at that. 

As you know, Mr. Chairman, I have said many times, the Presi- 
dent has said that he is not in favor of raising the gas tax when 
unemployment is just below 9 percent. This is not the time to be 
talking about raising the gas tax. So we really haven’t run those 
numbers. 

Mr. Latham. Where do we get the revenue? 

Secretary LaHood. Well, that is something that we have to work 
with all of you on. 

Mr. Latham. Have you got people in the Department working on 
the revenue side right now? 

Secretary LaHood. Well, what we would prefer to do is sit down 
with all of you and figure out the answer. It is not that complicated 
once we figure out what direction we want to go. We can run the 
numbers pretty quickly. 

Mr. Latham. My time has expired. 

Mr. Olver. 


SURFACE REAUTHORIZATION 

Mr. Olver. Thank you, Mr. Chairman. 

Goodness. All of us, I think, Mr. Secretary — you were in the 
House at the time of the passage of SAFETEA-LLJ. All of us were 
in here at that time and virtually unanimously we felt that the 
SAFETEA-LU was too small. Now, in the meantime — and it 
turned out to be too small. We had to put in moneys from the gen- 
eral fund to keep the program that was authorized going. 

Now, if all we are going to have as revenue is the gasoline tax, 
then we are headed for an even smaller program for the next 6 
years or whatever years, 2 years if we end up doing just extensions 
or short-term sorts of things while we are waiting. 

Now, my understanding here is that the whole transportation in- 
dustry, who had taken all of the automobiles, the manufacturing 
that goes with this, all of the movement of passengers and freight 
and all of the goods that have to move around this country within 
our transportation system, that that represents basically about 20 
percent of our total American economy. And I just want to go back 
and say, every dollar of maintenance deferred this year will catch 
up to the next generation in the form of aging and less safe high- 
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ways and transit systems and an economy choked by congestion. So 
we really need to resolve this in a better way. 

The December 2009 infrastructure proposal included 150,000 
miles of roads. That one always puzzled me a little bit. Let me just 
state that I don’t know what we are going to do with those roads. 
You certainly can’t build new. You can hardly repair them for less 
than a million dollars a mile, at least if they are interstate. That 
would be a huge number of billions of dollars. I don’t know what 
the basis — maybe you can tell me what the basis is of what you 
thought was going to be done for that. But that is what has been 
included in original layout of the $50 billion allowance for addi- 
tional infrastructure. 

And I do want to point out that we on the House side passed in 
December of 2009 a bill for additional infrastructure that was close 
to this number in its totality. It was never looked at by the Senate. 
It was at a time when the economy was not growing as fast as we 
hoped it would grow. And that just wasn’t dealt with at all. So the 
deficit of infrastructure money available in an economy such as we 
have going for us, has already started to defer significantly the 
amount of investments that need to be dealt with. 

Now, let me ask you a specific question. How did the sale of as- 
sets, such as the Indiana Turnpike, which was a public asset built 
with public money and then sold, and I don’t know how it has 
worked — is that one of the private-public partnerships that you 
speak of? Or is that some other category, some other cubbyhole in 
which 

Secretary LaHood. We believe that what Governor Daniels did 
was a good investment of Indiana tax dollars, that has worked out 
very well. It is an example of, the Governor determining that the 
lease of that asset made the best sense in terms of managing that 
particular interstate, and it has been a good project. 

Mr. Olver. In that deal, does the Federal investment, which in 
that turnpike was close to 90 percent I would think, is that being 
paid back in some kind of return to the Federal Government? 

Secretary LaHood. Mr. Olver, I don’t know the specific answer 
to that question, but I will find out for you. 

[The information follows:] 

The construction of the Indiana Toll Road (ITR) in the early 1950s predated the 
Interstate Highway program. Like other toll highways and turnpikes from that era, 
the ITR was ultimately incorporated into the Interstate network for connectivity 
purposes. However, only toll revenues, rather than Federal or State funds, financed 
its initial construction. Although there was subsequently a small amount of Federal 
participation ($1.9 million) in the construction of three interchanges connecting the 
ITR to other Interstate highways. Congress enacted legislation in 1979 to permit In- 
diana to refund the Federal portion of the project. Therefore, in a strict sense, there 
was no remaining Federal investment in the ITR in 2006 when the state leased the 
highway to a private concessionaire for 75 years to operate and manage. The ITR 
remains a public asset of the State of Indiana. 

The asset monetization of the ITR represents only one type of public-private part- 
nership (P3), which the United States Department of Transportation (DOT) defines 
as a contractual agreement between a public agency and a private entity allowing 
for greater private sector participation in transportation infrastructure. 

Via Congressionally authorized tools such as private activity bonds (PABs) and 
the TIFIA credit program, DOT facilitates many types of P3 projects that expand 
our infrastructure investment. These include long-term agreements in which the 
risks of design, construction, financing, operations, and maintenance are assumed 
by a private concessionaire, to less extensive transactions that retain some of these 
risk in the public sector. A P3 may be appropriate for developing a new (“green- 
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field”) facility, whether a toll road or a rail transit extensions, for rebuilding and 
maintaining an existing (“brownfield”) facility, or for any situation within those 
points. 

As our State and local partners explore new partnerships with the private sector, 
it is paramount that the public interest is protected. Financial risks and rewards 
on both the public and private sides must be appropriately balanced, to ensure that 
the traveling public gets real value in return, and that people with limited travel 
options are not taken advantage of. The financial returns realized by the private 
sector must be appropriately related to the risks they bear and any operational effi- 
ciencies that they are able to achieve. 

Mr. Olver. I think I need to understand what that deal really — 
how that is structured. Because we talk about public-private part- 
nerships, and there must be a whole variety of forms in which that 
can — I don’t know. We just talk about it. 

Secretary LaHood. We will get you some information on that. 

Mr. Olver. I think it would be helpful to the committee as a 
whole. 

Thank you, Mr. Chairman. 

Mr. Latham. Thank you, Mr. Olver. 

Mr. Carter. 


LIGHT rail/transit OPTIONS 

Mr. Carter. Thank you, Mr. Chairman. 

And welcome, Mr. Secretary. 

I am looking over the statement that you made here. And accord- 
ing to this, as you look toward the future, the administration is 
proposing to address the challenge of the future in three ways: cre- 
ating a national high-speed rail network; rebuilding America’s 
roads and bridges; and investing in accessible, affordable transit 
options. I am not sure what the third one means. I think I know 
what the first two mean. What does the third one mean? 

Secretary LaHood. The best example I can use for your State, 
Judge Carter, is the light rail system in Houston. That is an exam- 
ple of a transit system where the community came together; we are 
trying to deliver for people that either couldn’t afford cars or want- 
ed another form of transportation other than an automobile. That 
light rail system runs all the way into the medical district in Hous- 
ton, and it has a lot of community support. That is an example of 
transit, what we call light rail. 

Mr. Carter. I believe I would have picked Dallas, not Houston. 
But that is all right. The train in Houston runs from the medical 
center to the ball game. 

Secretary LaHood. In terms of Dallas, Judge, what we have 
done there is what the people asked us to do. We have invested in 
a very comprehensive streetcar system, which is an example of 
transit. That is what they wanted. If they wanted light rail, we 
would have done light rail, but they wanted streetcars. So that is 
where we made our investment. 

HIGH SPEED RAIL 

Mr. Carter. I was at the medical center during this last work 
period in Texas, and I visited with them about the train. And they 
said that the light rail created huge traffic problems. In addition, 
it runs over someone nearly every day and literally hits a car a 
day, every day since they have built it, because I guess we are 
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backward, and not used to having trains run out in the middle of 
our streets. And it goes from the medical center to the ballpark. I 
don’t think there are any doctors or anybody else that is trying to 
get from the medical center to the ballpark. So I don’t think it has 
been a very good use of our money. But that is Houston’s business, 
and it is a big debate in Houston. 

I have a question about high-speed rail. And you know I do. I 
have talked to you about it before. The high-speed rail that runs 
from here to New York, I know at some point in time it gets up 
to 80 or 90 miles an hour on one little stretch of the tracks, but 
it doesn’t really run that speed very often. It runs a whole lot slow- 
er. It costs about — about $300 — something like that. It costs a 
whole lot of money to ride the train. And it doesn’t go at any speed 
that I would call high speed. 

Right now, it is $232 one way, $337 first class, for a one way 
ticket to go into New York City. And a high-speed rail, one of my 
staffers just got back from Taiwan where their high-speed rail runs 
200-plus miles an hour, and it was $50-something dollars for a 
coach ticket. And they say that that is not subsidized by the gov- 
ernment. That is an actual cost. Now, what is wrong with our sys- 
tem versus their system? If they are going 200 miles an hour and 
charging $50 bucks, and we are charging $232 bucks, and we are 
running 70 miles an hour? 

Secretary LaHood. The Northeast Corridor was built sometime 
ago. Judge. The system that your staffer rode on was built in the 
21 century to 21st century standards. I have ridden on all these 
trains. In Europe and Asia, they are all ahead of us. What we have 
over them is a state-of-the-art interstate system and a state-of-the- 
art freight system. They don’t have either one of those in these 
countries. You know why? Because we made our investments in the 
interstate system. Good investments. That is why we have a state- 
of-the-art interstate system in America, a dream that Eisenhower 
had that took 50 years for us to build. We have a state-of-the-art 
freight system. No other country has the freight system that we 
have, thanks to the vision of Abraham Lincoln, believe it or not, 
way back then. 

My point is this: Japan, China and the European countries have 
made huge investments in high-speed rail. That is why they go 250 
miles an hour, because they have made the huge investments. They 
made the upfront investments. The Northeast Corridor was built 
shoehorned between all the communities that you go through on 
your way to New York, but when you shoehorn a passenger rail 
service through every community on the Northeast Corridor, it is 
going to be very difficult to get the high speeds. We have des- 
ignated Amtrak as eligible to receive high-speed money so that if 
there are opportunities to get the higher speeds and fix up the 
tracks, we can do that. 

Mr. Carter. I understand that. But in my last question when we 
talked about this last year, the proposed high-speed rail system 
that is in the President’s budget is a 100-mile-an-hour train. 

Secretary LaHood. In California, it will go 200 miles an hour, 
because they are going to build new infrastructure. On the North- 
east Corridor, because it is an older system, it is going to be dif- 
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ficult to get there. In Illinois, the train from Chicago to St. Louis, 
will probably get up to 170 miles an hour between stops. 

Mr. Carter. That is different from our discussion last year. 

Secretary LaHood. No. I know it is. Things have changed since 
last year. They have. 

Mr. Carter. Good. You are speeding it up. 

Secretary LaHood. Yes, sir. 

Mr. Latham. Mr. LaTourette. 

Mr. LaTourette. Thank you, Mr. Chairman. 

Mr. Secretary, a pleasure to see you. 

Secretary LaMood. Good morning. Thank you. 

Mr. LaTourette. Unfortunately — Judge, I think the problem in 
Houston is you have the train going the wrong way. When people 
watch the Astros, they have to take the train to the hospital. 

Mr. Carter. There is something to that. 

FUNDING SURFACE REAUTHORIZATION 

Mr. LaTourette. The train goes both ways. 

Mr. Secretaiy, I guess I am disappointed would be the word. Not 
in you, but this administration has joined the last administration 
in basically abdicating leadership in transportation. You can send 
up a budget of $556 Wllion over 6 years. You can have a 127 per- 
cent increase in transit, which I think is a good thing. Unlike the 
Judge, I think the $53 billion in high-speed rail is a good thing. 
And apparently, you want to do some leadership awards of $32 bil- 
lion. 

But the transit piece, the high-speed rail piece and this leader- 
ship award program are not contributors to the Highway Trust 
Fund. And Mr. Giver is right. I was on the authorizing committee 
for 14 years, and I think you were there for a cup of coffee. You 
stayed for 2 years. 

Secretary LaHood. Six. 

Mr. LaTourette. Six. Well, it seemed like 2. 

Secretary LaHood. I stayed for coffee, dinner and dessert. 

Mr. LaTourette. I assume you know from the run up to 
SAFETEA-LU, that SAFETEA-LU was delivered 2 years late be- 
cause President Bush had done an 0MB and his folks told him 
that the Highway Trust Fund was only going to generate $256 bil- 
lion over the 6-year period, even though his Department of Trans- 
portation said that the thing needed to be closer to $400 billion. So 
we went back and forth, and we jawboned with the Senate and we 
jawboned with the White House and we finally came in at about 
$300 billion. But Mr. Giver is right, woefully inadequate for the 
needs that exist in this country. 

And then when you all came into office, I think at your first 
hearing, you said you were going to go on an 18-month listening 
tour and sort of listen to how we are going to solve this problem. 
I think the 18 months are over, and you listened. But this budget 
at 556 billion with no idea of how to pay for it and sort of the ap- 
pealing to the Tea Party with PAYGG, I mean, you are missing the 
whole point of PAYGG because you have got nothing to pay with 
it. 

So I will just tell you that I know the President’s position; I knew 
President Bush’s position. But if you think that you are going to 
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get $556 billion and this is going to be more than just a proposal 
that goes in the trash can, it is not going to be tolling. You would 
have to toll every road in America to raise the revenue that you 
are talking about. Public-private partnerships are lovely when they 
come to some specific projects, when they want to build an inter- 
change that is going to benefit a new factory or something like 
that. 

But without sort of grabbing the bull by the horns and saying 
you know what, here is the problem and we either confront the sit- 
uation that we need more revenue or we punt. And if we punt, then 
just say punt. But don’t send up a $556 billion bill and pretend 
that somehow the money is going to appear. The trust fund is limp- 
ing along on about $32 billion a year. So you can’t even get to $200 
billion over the 6-year life of the bill, and you want to increase the 
takeouts. Transit doesn’t pay into the Highway Trust Fund. And to 
increase it $126 billion — somebody has got to pay for this. 

And there is no appetite clearly in the new majority to transfer 
money out of the general fund. That means it has to be raised by 
the users of the system, and there is no proposal forthcoming by 
your administration and, quite frankly, by the House or the Senate. 
Spread it all around and fix this. It has got to be fixed. You said 
you would sit down with anybody anywhere. There is an empty 
chair next to you. 

I think, Latham, go down there and sit next to the Secretary. 

And Olver, you sit on the other side of the Secretary and figure 
this thing out. 

Because if we don’t come to grips with where this money is going 
to come from — ^you started with Abraham Lincoln. I would go to 
Teddy Roosevelt and the Panama Canal. We would all be speaking 
Japanese if it hadn’t been for Teddy Roosevelt deciding we were 
going to make that investment and then Dwight Eisenhower and 
even Ronald Reagan. 

So grab the bull by the horns. You are a bold guy. You were al- 
ways bold when you were here. We have got to find the money. 
And to recreate the line, and quite frankly, the chairman of the au- 
thorizing committee, when he was applying for the job, I sat on the 
steering committee, I said, how are you going to fund this 6-year 
bill? He said public-private partnership. I said, maybe you didn’t 
hear me, how are you going to fund this bill? Public-private part- 
nerships isn’t going to get it done. You know it. I know it. He 
knows it. So until somebody has the political will to do what is 
right, we are finished. 

So you are not going to have $53 billion. You are not going to 
have the increase. You are not going to have livable and sustain- 
able communities, and you are not going to have roads in a state 
of good repair. That is what I have got. 

Mr. Latham. Was there a question there? 

Mr. LaTourette. I am working up to the question in the next 
round. 

Mr. Latham. Very good. Very good. 

Mr. Womack. 

Mr. Womack. Good morning. Thank you, Mr. Chairman. 

And thank you, Mr. Secretary, for your testimony this morning. 

Secretary LaHood. Good morning. 
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REAUTHORIZATION PROPOSAL 

Mr. Womack. Earlier in your comments, you indicated that there 
was not a proposal out there, and we have to all talk together 
about how we are going to fix the revenue generation piece of this 
thing. I didn’t hear a proposal. I didn’t hear from you a rec- 
ommendation. If you were in our shoes, what proposals would 
he 

Secretary LaHood. I would start with the Highway Trust Fund, 
and then I would talk about examples where tolling has been effec- 
tive when used with the Highway Trust Fund, when used with 
other moneys from the State, when used with local money. There 
are a lot of projects that have been funded with a combination of 
money. So there are opportunities. We have talked about four or 
five different funding sources that can be used, and again, we are 
willing to sit with anybody that wants to sit and figure out how we 
get to the goal of $550 billion. 

Mr. Womack. I am glad to hear you say that. 

The 1-49 corridor, as you likely know, runs from Kansas City to 
New Orleans and comes right through one of America’s premier 
districts, my district, the Third District of Arkansas. We have al- 
ready established an unprecedented decision in Arkansas to go to 
tolling as a mechanism to create the ability to develop infrastruc- 
ture, particularly along this corridor. I would like to know the sta- 
tus of that 1-49 corridor in the 2012 budget. If Northwest Arkan- 
sas, through potential tolling, is willing to go that route — and obvi- 
ously we are; we have established regional mobility authorities 
that have the ability now to go out and create potential revenue 
generation and leverage with Federal dollars — is that something 
that we are going to see more and more of in our country, where 
the ability to leverage local dollars is going to give us a better seat 
at the table for some of this Federal funding? 

Secretary LaHood. Congressman, I am very familiar with that 
project. I have talked to Senator Pryor, Senator Boozman, and I 
have talked to others about this project. Precisely what you say is 
accurate, that we could leverage tolling. There are probably some 
opportunities for public-private partnerships, certainly highway 
trust funds, and State funds. This is a priority for us because it is 
a priority for all of you. This is an important project. It becomes 
a real economic engine for that part of Arkansas, and we are going 
to work with you and your delegation to make this a reality. 

AIRPORT IMPROVEMENT PROGRAM 

Mr. Womack. I want to ask a question about the Airport Im- 
provement Program and its impact on small airports, as many of 
us have those. AIP, as you know, is the funding that goes to these 
airports. It is an invaluable tool. It allows us to pay for multi- 
million dollar projects to modernize some very terribly aging infra- 
structure. What percentage of AIP goes into small airports in the 
2012 budget? 

Secretary LaHood. That I don’t know. I will have to get back to 
you for the record on that. 

[The information follows:] 
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To assist those airports that need the most help, the Administration proposes to 
focus Federal grants to support smaller commercial and general aviation airports 
that do not have access to additional revenue or other outside sources of capital. 
Based on the President’s budget proposal, small airports will receive 100 percent of 
AIP funding in FY 2012. By comparison, in FY 2010 small airports received about 
72 percent of AIP grants. 

The President’s budget suspends regular AIP funding for Large and Medium hub 
airports in FY 2012, meaning all AIP funding will be granted to small airports. 
However, eligible airports in all size categories will be able to compete for an addi- 
tional $3.1 billion in one-time funding from the President’s infrastructure proposal. 
This funding will first be used to fund Letters of Intent issued before FY 2012; 
planned Runway Safety Area improvement projects through FY 2015; and noise 
mitigation projects caused by activity at Large and Medium-hub airports. 

Mr. Womack. Will it change from previous years? And how dras- 
tically? 

Secretary LaHood. We have talked about some reforms of AIP, 
and I am going to have Chris Bertram answer that. 

Mr. Bertram. There is an actual proposed increase. Part of the 
$50 billion upfront includes extra funding for AIP. We would have 
to do the math for you, sir, to figure out how much of that would 
go to smaller airports. A large part of it would be discretionary, so 
it would be hard to tell up front how much would go. In general, 
the core program for AIP would continue to have the same amount 
of money for smaller airports. 

Mr. Womack. Very good. Thank you. 

I will yield back. 


HIGHWAY TRUST FUND 

Mr. Latham. Thank you very much, Mr. Womack. 

Mr. Secretary, I think we all are frustrated, obviously. You have 
taken the fuel taxes off the table. 

Secretary LaHood. Increase. An increase. I haven’t taken them 
off the table. We are going to use them. 

Mr. Latham. I know. But the problem is we have got to back fill 
$35 billion out of the general fund just to make our current com- 
mitment. 

Secretary LaHood. Correct. 

Mr. Latham. And you said there were, what, two or three, four 
other possible scenarios. What are they? 

Secretary LaHood. Tolling. In some States where they have used 
tolling, they have raised a lot of money. Public-private partnerships 
in some States where they have combined highway 

Mr. Latham. Are you saying the Federal Government gets the 
revenue from the toll? 

Secretary LaHood. Of course not. It goes to the project. 

Mr. Latham. Then how does that affect the trust fund? 

Secretary LaHood. It helps to build the capacity that people in 
the States want to do. They take the Highway Trust Fund, which 
comes from the tax that is collected, and they leverage against 
other sources of money, including tolling. 

Mr. Latham. So how do we get to the $556 billion? 

Secretary LaHood. You need to pull up a chair here, and I am 
sure you and I can figure it out. 

Mr. Latham. What are the other suggestions? In your request, 
you have got $20 million for revenue offers. What are they doing? 
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Secretary LaHood. I am going to have Chris talk about that. It 
is interesting that we get criticized for only $48 billion in the stim- 
ulus, which worked. 

Mr. Latham. But there is only, what, 28 of that actually went 
to highways. 

Secretary LaHood. Yes, 28 went to highways. A billion went to 
redo runways all across America; $8 billion went to high-speed rail; 
$1.5 billion went to TIGER, which funded a lot of innovative and 
creative projects around America. The lion’s share of it went to 
highways. So the idea that we are going to be criticized for only 
$48 billion, when we didn’t write the bill, and then we come in with 
$550 billion and now that is too much. You can’t have it both ways. 
Either we did it right one way or we didn’t do it right the other 
way. 

We are criticized for $48 billion, which wasn’t enough, and $550 
billion is too much, and yet we haven’t provided any leadership? I 
don’t think that is quite accurate. We have provided leadership in 
presenting a bold picture for what America needs for transpor- 
tation. We all know what that is, and that is what we have put out 
there. People criticize us for only coming up with $48 billion, which 
we spent correctly by the way, and put 65,000 people to work, not- 
withstanding all of the information that was not factual during the 
last campaign. 

Mr. Latham. You have to understand, too, in the stimulus bill, 
we had a motion to recommit to more than double the infrastruc- 
ture, and it was voted down. And now you are coming back and 
asking for, in essence, exactly what we said 

Secretary LaHood. Great. We are on the same page on that 
then. 

Mr. Latham. It is also frustrating that we actually proposed that 
and it was voted down and now you say that we are not bold 
enough or 

Secretary LaHood. I didn’t say you weren’t bold enough. 

Mr. Latham. All I am asking is, how do you pay for it? 

Secretary LaHood. We are going to have to figure that out. 

UPFRONT FUNDING 

Mr. Latham. I understand that. In the $50 billion — I don’t know 
how you came up with that number as far as the second stimulus 
funding; the $25 billion in that for highways, and you have got 
transit, you have got cross-border, $2.2 billion. How did you figure 
out the $50 billion, and how did you figure out how you break that 
down? 

Secretary LaHood. We came up with the $50 billion based on the 
fact that we needed to continue the momentum that was created 
by the $48 billion. The $48 billion created a lot of jobs and created 
15,000 projects, and we felt that $50 billion would be similar to 
that in the sense that we would continue the momentum that had 
been created by that part of the stimulus. 

Mr. Latham. But it is interesting, in the stimulus — these are the 
new priorities, apparently. But in the stimulus, you didn’t fund a 
lot of these activities. 

Secretary LaHood. Congress established the priorities for the 
$48 billion. We didn’t write that bill. 



311 


Mr. Latham. You had no input on it? 

Secretary LaHood. Not much. 

Mr. Latham. Okay. Well, join us then. We didn’t either. 

So, anyway, Mr. Olver. 

FUNDING HIGHWAY PROJECTS 

Mr. Olver. Thank you, Mr. Chairman. 

I am so pleased that we now have — for the last 4 years, I had 
to take the whole series of conversations with people interested in 
Interstate 49 as the chairman of this committee. And because we 
didn’t have enough money, in the authorizing bill in any case, as 
I think at least Mr. LaTourette and I agree on that, we never real- 
ly were able to put that in as quickly as we would like to do it. 
I am so pleased we have now a champion of the 1-49 corridor right 
on the committee, a member who is from that area and knows 
what it is that is going on and what those needs are and has some 
understanding of what that need is as part of the overall need for 
transportation. 

I must say, Mr. Secretary, when you suggested that you and the 
chairman could sit right across the table from each other and fig- 
ure out how to fund your $556 billion program, I thought I almost 
heard a shudder and a couple of heartbeats missed on the part of 
the chairman. I think that that is not something that he particu- 
larly wants to do. 

It is a responsibility, of course, as the authorizing committees to 
do that somewhere along the way. And then you have to find the 
votes. 

Let me — I never allowed you the time to answer the original 
question that I had asked. But it is not an important one in any 
case. 

I want to say, maybe it is that we have got to forget about the 
concept that only the gasoline tax can pay for transportation. If it 
is 20 percent of our economy — and I don’t think — I think some 
would argue it is even more in its sum total impact on the econ- 
omy, then it is a responsibility that goes far beyond just the gaso- 
line tax. And maybe we should be putting general fund moneys 
into it as part of the mix, along with these other things that you 
are suggesting. 

So I am not afraid of doing that, and I don’t object to putting 
general fund moneys into it. But let me suggest, in 2007 and 2008, 
the last time we had a huge gasoline price spike, if we had created 
a mechanism whereby when the gasoline price went down by a sig- 
nificant amount, maybe by 20 cents, for instance, from its peak, 
once you knew where the peak was, that the gas tax automatically 
increase 1 cent, just 1 cent out of a 20 cent reduction, as it went 
downward from $4 a gallon back down to about $2 a gallon, we 
would have put a very large amount of money into the gasoline tax, 
per se; it has not been increased since 1993 or thereabouts, and 
that would have been done 15 years later with all the inflation that 
had gone on. I just pose that as something hypothetical. Obviously 
you can’t do something ex post facto there. But that would have 
provided some of the needs that we have. 

In our State, we untolled programs, interstate programs that 
could have remained tolled and probably should never have been 
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untolled. I can say that because I was not in the legislature when 
that was done within our State. 

In New York, they had a congestion pricing program, and it was 
struck down by either the legislature or the city council, I don’t 
know. But London has a very extensive congestion pricing and 
time-of-day sort of thing, a mechanism to try to keep the cars out 
of the center of the city. And London is by far the most prosperous 
part of Great Britain. Other parts of Great Britain are in terrible 
shape, but London is doing exceptionally well. It is an international 
financial center and so on. 

So the idea of congestion pricing and getting people out of cars 
and not going into the center city seems to be a very popular thing 
elsewhere. Why can’t we do these similar sorts of things here? And 
I would like to see a set of several different types of public-private 
partnerships that are working somewhere around. 

Secretary LaHood. There have been lots of programs on conges- 
tion pricing, and we will get you some information on the success 
of those rather than me trying to talk about it off the top of my 
head. 

[The information follows:] 
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The United States Department of Transportation provides national leadership to assist 
States considering innovative strategies such as coi^estion pricing and public-private 
partnerships. 

Although internationally there are examples of congestion pricing systems that 
directly target vehicle traffic in city centers (e.g., Stockholm, Singapore, and London), 
congestion pricing in the United States has occurred primarily on corridors. A congestion 
pricing system targeting vehicle traffic in the New York City central business district was 
considered in the state of New York, but legislation needed to implement the system was 
never passed by the State. 

Probably the most well known application of pricing in the United States is "High 
Occupancy Toll” (HOT) lanes that offer single-occupant vehicles the ability to use High 
Occupancy Vehicle (HOV) lanes that they would otherwise be restricted from using. In 
the Houston, San Diego, Minneapolis, Denver, Seattle, Miami, and Los Angeles 
metropolitan areas, pricing has kept congestion from occurring on priced lanes, and has 
improved utilization of existing highway capacity. There are also more limited United 
States examples of full facility pricing, pricing of new lanes, and pricing of toll roads as 
noted in the table below. 


State 

Locality/ Year Implemented 

Project 

HOT Lanes 



CaHfornia 

San Diego/ 

1996 (low tech) 

1998 (electronic tolls) 

HOT lanes on 1-15: Toll varies dynamically from depending on 
traffic demand. In 2008 and 2009, the lanes were extended. 

California 

Bay Area/opened 2010 

HOT lanes on 1-680: Toil varies dynamically. 

California 

Santa Clara Valley/ 
opening 201 1 

Convert an existing HOV lane into HOT lane on SR-237 Connector 
Ramp to and from points north on 1-880 to points west on SR 237 
(toll on HOV ramp). Purpose is to relieve congestion on regular 
lanes and provide a choice for those in a hurry. Project partially 
funded under Value Pricing Pilot Program (VPPP) grant. The 
project was awarded $3.2 million in FY09 funds. Also used 
$700,000 in FY 2006 funds. 

Florida 

Miami / Phase 1 opened in 
2009 and 2010, Phase 2 
opening 2013 

The very successful and nationally recognized 1-95 Express in the 
Miami area includes 21 miles of HOT lanes on 1-95 from Fort 
Lauderdale to downtown Miami as well as expanded transit in the 
corridor. Key features include increasing the HOV occupancy 
requirement from HOV-2+ to HOV-3+ and expanding the 10- lane 
highway to 12 lanes by reducing the width of the existing lanes 
from 1 2 feet to 1 1 feet and using a portion of the shoulder. Phase 
lA, the 6.5 mile northbound segment of the HOT lane project, from 
Downtown Miami to the I-95/Broward Boulevard Interchange, was 
opened to traffic in early December 2008. Phase IB, the 6.5 mile 
southbound segment of the HOT lane along the same section of I- 
95, was completed October 2009. Significant bus services were 
added to the corridor to support the new HOT Lanes. The entire 2 1 
miles of HOT lanes is expected to be opened by 2013. 

Georgia 

Atlanta/opening 20 1 1 

Convert existinp HOV lanes Into HOT lanes on 1-85 from 1-785 to 
Old Peachtree Road. Vehicle occupancy requirements will be 
increased to HOV-3+. In 2008, project awarded SUO million from 
UPA program funding. No VPPP funds awarded to this project. 
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(Minnesota 

Minneapolis/ St. Paul / 2006 

1-394 HOT lanes. Toll varies dynamicallv 

Minnesota 

Minneapolis/ St. Paul /2009 

fn the Minn^poHs/St. Paul area, the new and very successful HOT 
lanes along the 1-35W corridor involves the creation of 1 5 miles of 
continuously priced lanes on I-35W between downtown 

Minneapolis and the southern suburbs. Existing HOV lanes were 
converted to dynamically-priced HOT lanes and narrow bus-only 
shoulder lanes will be rebuilt and converted to wider Priced 

Dynamic Shoulder Lanes. The new lanes were partially opened in 
the fall of 2009. 

Texas 

Houston/ 199S 

HOT lanes on Katy Freeway (1-10): Up to 2008, $2 toll charged to 
two-person carpools in the peak hour of the peak period; three- 
person and larger carpools were free. In 2008, facility was 
expanded. Two-person carpools are now free. Tolls vary from 60 
cents to $1.80 

Texas 

Houston/ 2000 

HOT lanes on US 290: Toll policy same as for I-IO (prior to 2008), 
but applies only to morning peak period. 

Utah 


HOT lanes on 1-15: Offers a limited number of fiat rate monthly 
stickers priced at $50.00 to allow single-occupant vehicle access; 
value priced electronic tolling planned for implementation. 

— 

King County/Seattle 2008 

HOT Lanes on SR 167: Tolls vary dynamically from 50 cents - 
S9.00 depending upon traffic demand. Buses and two-person and 
larger carpools are free. Tolls in effect between 5 a.m. and 7 p.m. 

Full Facilitv 
Pricins on an 
Existing Bridge 



Washington 

King County/Seattle/201 1 

SR-520 bridge in Seattle, WA - variable tolls on all lanes of 
existing bridge; The project was awarded SI 54.5 million from the 
Urban Partnership Program, of that amount $10 million was 
awarded from VPPP funding. Purpose is to manage demand on the 
existing bridge and pay for a new replacement bridge under 
construction. 






Orange County/ 1995 

Express Lanes on SR91: Toll varies from $1,20 to $10.00 
depending on traffic demand 


ibhhhi^hiih 


Pricine on Toll 



Roads 


Orange County/ 2002 

Peak pricing on the San Joaquin Hills mainline: Toll surcharge of 

75 cents during the peak period at the mainline toll plaza; tolls are 
$3.50 in off-peak and to $4.25 in peak. 

Florida 

Lee County/ 1998 

Variable pricing of two bridges: 50 percent toll discount (amounting 
to 25 cents) offered in shoulders of the peak periods (westbound 
direction ontv). 

iVew Jersey 


Variable tolls on interstate crossings: Off-peak tolls discounted by 

25 percent relative to peak period tolls, i.e., $6 versus $8. 

New Jersey 

Statewlde/2000 

Variable Tolls on New Jersey Turnpike: Peak period toil exceeds 
off-peak toll by 24.8 percent; for the entire 238 km (148 mile) 
length, off-pe^ toll is $4.85 versus peak toll of $6.45. 


Public-private partnerships (P3s) have been successfully used in countries such as 
Canada, Ireland, the United Kingdom, Germany, Australia, Portugal and Spain. The 
United States market has been relatively slow to evolve, with just a several dozen P3 
projects now in place. In the United States, early P3 implementers used concession 
models to design and build new toll road projects without public sector contributions. 
Examples of such projects include SR 125 (now South Bay Expressway) in California, 
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and Dulles Greenway in Virginia. Although some of the initial projects ran into financial 
difficulty, all are currently operating. These projects were followed by P3s involving 
long-term leases of existing transportation assets (the Chicago Skyway and the Indiana 
Toll Road). 

In recent years, States have found that shifting the collective risks associated with 
project design, construction (building), finance, operations and maintenance to be a 
particularly attractive way to accelerate project delivery and reduce public-sector costs. 
This approach is known as the "Design-Build-Finance-Operate (Maintain)" (DBFOM) P3 
model. Five States have facilities now in operation that were delivered with the DBFOM 
approach; California (State Route 91, in addition to the South Bay Expressway facility 
referenced above); Colorado (Northwest Parkway); Massachusetts (Route 3 North); 

South Carolina (Greenville Southern Coimector); and Virginia (Pocahontas). Six other 
facilities, currently under construction in 3 States, will be delivered using the DBFOM 
model: Florida (1-595 Managed Lanes, Port of Miami Tunnel); Texas (IH 635 Managed 
Lanes, North Tarrant Express) and Virginia (1-495 Capital Beltway). And, finally, the 
FasTracks Eagle P3 Project, the first transit P3 in the United States, is now underw'ay. 

It is doubtful that any of these critically important projects would have been 
financially viable without private sector involvement. Descriptions of many of these 
projects may be found in the Case Studies section of FHWA's Office of Innovative 
Program Delivery website at www.fhwa.dot.gov/ipd. 
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Mr. Latham. Thank you. 

Mr. Dent. 

PIPELINE SAFETY 

Mr. Dent. Good to be with you, Mr. Secretary. 

Secretary LaHood. Good morning. 

Mr. Dent. A couple of quick things first. I know you will be com- 
ing up to my area in the near future. 

Secretary LaHood. Monday. 

Mr. Dent. Monday? 

Secretary LaHood. Yes, sir. 

Mr. Dent. To discuss pipeline safety and other issues. 

Secretary LaHood. Correct. 

Mr. Dent. As you know, we have had these two major pipeline 
explosions in Pennsylvania in recent weeks; the first in Philadel- 
phia, the second up in my area in Allentown. A few weeks ago. 
Congressmen Bill Shuster and Jim Gerlach, a few other Members, 
participated in a roundtable discussion on this very important 
issue. One of the issues that was highlighted by actually, Jim Ger- 
lach was the possibility of creating a stronger partnership between 
Federal and State providers in the inspection process. Has any 
thought been given to leveraging our resources in that kind of way? 

Secretary LaHood. Absolutely. After the pipeline explosion in 
Pennsylvania, I convened a meeting with the board of the Amer- 
ican Gas Association that represents all of the companies around 
the country. I told them that I was going to pull together a meeting 
of their industry. The problem, is that the way we do this is very 
disjointed. DOT has responsibility for pipeline safety, but the 
FERC has the responsibility for licensing the companies. We need 
to have better coordination between the FERC and what we are 
doing in terms of our inspections of pipelines and also with the in- 
dustry. 

I am going to convene a meeting of all of these groups so that 
we can have better coordination and put together a task force to 
really address licensing, pipeline safety and opportunities for the 
public to know where these pipelines are. Many of these pipelines 
were built 100 years ago when many communities did not exist or 
certainly the industrial part of the communities. We need better co- 
ordination, and I am going to provide that coordination by getting 
all of these people in a room so that we can start talking to one 
another. 


COMMUTER RAIL 

Mr. Dent. Excellent. I look forward to having that conservation 
next week up in Allentown. That would be great. Thank you. 

On the issue of new starts, I saw that you requested a billion dol- 
lars as part of the $50 billion up-front money for new starts. There 
have been advocates in my community and elsewhere who are ad- 
vocating for passenger rail. And I think the rule of thumb right 
now is that for a new starts project, that 80 percent of the money 
would be provided by the Federal Government, 20 percent by the 
local share. In effect or in actuality, typically I understand it is 
about 50 percent Federal, 50 percent non-Federal match. With even 
greater constraints on our Federal resources, Mr. Secretary, what 
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kind of local financial commitment do you think we will be needing 
going forward? 

Secretary LaHood. On high-speed rail? 

Mr. Dent. Not just high speed, any kind of passenger or com- 
muter rail project. 

Secretary LaHood. Commuter rail is different than high speed 
rail. If you look at our budget, we put an 80/20 formula in for high- 
way speed rail. 

Mr. Dent. How about for non-high speed, but for traditional 

Secretary LaHood. Traditional is 50/50. 

Mr. Dent. And you anticipate that that would continue to be the 
formula? 

Secretary LaHood. Probably. 

Mr. Dent. Okay. 

Secretary LaHood. I don’t really see that changing, Mr. Dent. 

BUS RAPID TRANSIT 

Mr. Dent. Well, the other final issue, bus rapid transit. I have 
often found that bus rapid transit might be a viable cost-effective 
alternative to rail in many communities. What are you doing to 
promote and support communities in making the best infrastruc- 
ture investments for that particular region or that type of mode? 
Bus rapid transit, I think it gets lost in a lot of these conversations. 
A lot of people like to talk about rail when it seems like bus rapid 
transit is a very viable alternative. 

Secretary Li^oOD. It really is. What we have tried to do, going 
back to my conversation with Judge Carter, is we don’t try to im- 
pose these things on communities. Some communities want to get 
in the streetcar business. Other communities don’t; they want to 
get into light rail. Other communities want to get into what you 
are talking about, the bus rapid transit. So we have expert people 
that can help communities work through these opportunities and 
funding to help communities realize their opportunities, depending 
on what the community wants to do. We have no bias against a 
community if they want to get into streetcars or light rail or bus 
rapid transit. It is up to the community to decide, and then we 
want to be partners with them. 

Mr. Dent. Thank you. I will yield back. 

Thank you, Mr. Secretary. 

Mr. Latham. Thank you, Mr. Dent. 

Mr. Carter. 


CROSS BORDER TRUCKING 
Mr. Carter. Thank you, Mr. Chairman. 

Mr. Secretary, for the past 2 years. Congress has prohibited 
funding for the U.S. to develop a cross-border trucking program 
with Mexico, which is a clear violation of NAFTA. The Northern 
American Free-Trade Agreement trucking provisions were estab- 
lished as a key component of the agreement for imposing cross-bor- 
der traffic with the United States and Mexico under our obligation 
to NAFTA. In 2009, the United States unilaterally stopped the 
pilot program that we established, and shortly thereafter, Mexico 
established compensatory tariffs on a variety of U.S. exports. These 
tariffs rate from 10 to 45 percent. Mexico is permitted to impose 
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these tariffs, thus the United States is not complying with its obli- 
gation under the trade agreement. I am wondering where we 
stand. The truth is, who is raising the flag to not go forward on 
working out this trucking agreement? It has been an emotional 
issue in Texas for years. But we seem to have gotten over the emo- 
tional issue now and — I have one question. Do the labor unions 
now support resolving this cross-border trucking issue? Have they 
backed off from opposing administrations to ever resolve the issue? 
Does the Mexican government get the right to reestablish these 
tariffs if this pilot program is not implemented? 

Secretary LaHood. Judge, when I came into this job a little more 
than 2 years ago, the Congress put language in an appropriations 
bill to suspend the program. This pilot program is law. It is not 
something that Ray LaHood said it has to be or any President or 
anybody else. It is the law. It is a part of the NAFTA agreement. 
We have an obligation under the law to carry out the program, but 
somebody put language in a bill, in an appropriation bill, and sus- 
pended the program. What the Mexicans did was well within their 
right under NAFTA. They added 100 tariffs, and it really hurt a 
lot of people all up and down California, the State of Washington, 
and California, and Texas. The tariffs have hurt growers that grow 
Christmas trees and apples and all kinds of products. 

Over the last 2 years, we have negotiated an agreement to re- 
start the program. I met with 25 or 30 Members of Congress on 
this, and every one of them suggested some safety measures that 
we ought to include. We put these safety measures in the new pro- 
gram: onboard recorders that will record the hours of service, mak- 
ing sure that a trucker doesn’t go beyond the area he is supposed 
to under the Cabotage laws, making sure that the driver has been 
drug tested, making sure the driver has the right license, and mak- 
ing sure that the trucking company has trucks that are safe. 

We have reached an agreement with Mexico: On the day that we 
certify the first truck, 50 percent of the tariffs across the board will 
be taken off. On the day that we actually start the program, the 
other 50 percent will come off. We believe by midsummer, this pro- 
gram will be restarted. It is an agreement that we reached with 
Mexico after a lot of deliberations. We believe by midsummer, the 
program will be restarted and that the tariffs will be off 100 per- 
cent. 


SALARY AND EXPENSE INCREASES 

Mr. Carter. That is good. I have one more question if I have 
time. Mr. Secretary, you propose in your budget nearly 119 million 
just for salaries and expenses of the Office of the Secretary, a 20 
percent increase over fiscal year 2009. With us struggling to control 
spending, how do we justify this increase in this purely, adminis- 
trative expense. 

Secretary LaHood. I am going to ask Chris to answer that. I 
think that is not accurate. I think we actually have a decrease, 
right? 

Mr. Bertram. We will have to get back to you. I think overall 
in terms of salaries, salaries are pretty much frozen. I think there 
are some other expenses within the Office of the Secretary, but 
there is not a major increase in personnel. 
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Mr. Carter. According to my numbers, you proposed 119 million 
in 2009, was 98.4. 

Mr. Bertram. Let me get back to you with the particular break- 
down of exactly what all the changes are. 

[The information follows:] 

Of the 20 percent increase, 3 percent is for inflation increases; 5 percent is due 
to pay changes (e.g., 2009 and 2010 pay raises); 6 percent is for rent increases; 9 
percent is for working capital fund increases; 37 percent is for a government-wide 
acquisition workforce development initiative; and 40 percent is for new program ini- 
tiatives and FTEs (e.g., cyber security enhancements, transportation reconstruction 
assistance for Iraq and Afghanistan, environmental sustainability initiatives, and 
funding associated with an approved reprogramming request for the executive pro- 
tection detail). 

Mr. Carter. Okay, okay. Thank you, Mr. Chairman. 

Mr. Latham. Mr. LaTourette. 

COAL ASH 

Mr. LaTourette. Thank you, Mr. Chairman. Mr. Secretary, two 
things, one is a regulation that is going on with the EPA, and other 
one is something that your Department is promulgating and I just 
want to ask you about both of them. Coal ash and the EPA, when 
the Administrator Jackson was in front of us she indicated that 
they do not expect them to come up with a regulation this year be- 
cause they receive 450,000 comments. I know that you have been 
written to by AASHTO and some of the other highway construction 
industries. I was just wondering if you have weighed in. 

Secretary LaHood. On coal ash? 

Mr. LaTourette. On coal ash. 

Secretary LaHood. I will be honest with you, Mr. LaTourette, I 
don’t know a thing about that. 

Mr. LaTourette. I will be happy to send you something. The 
coal ash is a byproduct of coal-fired generated electricity plants, 
among other things. It is about 40 to 50 tons a year, and at least 
according to the AASHTO folks, it is a very important ingredient 
in road construction. The EPA has set out three proposals to make 
it a hazardous substance, which obviously would require special 
land filling which creates stone problems, but would make it non 
available for road construction purposes which seems counterintu- 
itive. I think if the experts in your Department would be kind 
enough to take a look at that issue and express an opinion, 
maybe 

Secretary LaHood. Absolutely. I know Victor Mendez is coming 
before your committee. So I will make sure that he has an answer 
for you when he comes. 

Mr. LaTourette. I appreciate that. 

Secretary LaHood. I think he is coming in a few days. 

LITHIUM BATTERIES 

Mr. LaTourette. And lithium batteries, you all have promul- 
gated rules on lithium batteries as a result of some work that Mr. 
Oberstar did at the request of the pilots union and just wondering 
where you are with lithium battery regulation. 

Secretary LaHood. There is a rule pending, and we are waiting 
to receive comments. We are working on two different rules, but 
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one is pending. We believe that this is an issue that we really need 
to look at, particularly when lithium batteries are stored in the 
cargo wells of airplanes, like UPS and FedEx. We think this is an 
area where we need to really take a careful look. 

Mr. LaTourette. I agree with you. I think my concern is that 
just like you described the Mexican truck situation to regulate 
American U.S. producers and carriers and have the foreign fol- 
lowing the IMOs would certainly be unfair. 

Last thing, I just give you this for your — maybe you have already 
seen it, it is a letter to you from the Director of the Department 
of Transportation, the State of North Carolina, and it is my under- 
standing that as of today Norfolk Southern railroad has, in fact, 
signed the definitive services outcomes agreement with the State of 
North Carolina. But this letter is greatly disturbing to me and 
would like your observation. And what is disturbing to me is the 
last paragraph. And then basically, it is this guy down in North 
Carolina complaining that Norfolk Southern won’t sign this DSOA, 
and the reason, quite frankly, is why these DSOAs are of concern 
to the freight industry, as you well know, is that if Amtrak or your 
new high speed rail gets into an on-time performance issue and 
there is a mandate, then the freight railroad who owns the track, 
the right-of-way, and basically has schedule concerns, is going to 
have to park its freight trains while we figure out — that is the 
problem with mixed passenger and freight. 

So that was their reluctance. In the last paragraph of the let- 
ter — are you aware of this letter before I 

Secretary LaHood. No, I am not, but if I can just say this, there 
has been an agreement signed. I talked to Rick Mormon, the CEO 
of Norfolk Southern last evening. I think whatever differences we 
have have been resolved. He signed the agreement and we are 
moving on to some other areas where we need to work together 
with them. If you want me to look at this, I will. 

Mr. LaTourette. Well, I just want you to look at the last para- 
graph, because that is what concerns me, this fellow down in — Eu- 
gene O’Conte is writing to you saying that, here is the problem. 
But he is also aware that U.S. DOT has awarded $100 million 
TIGER grant for the Norfolk Southern railroads Crescent Corridor 
program, and he is suggesting that, based upon their refusal which 
has now been corrected by your good work 

Secretary LaHood. Correct. 

Mr. LaTourette [continuing]. Refusal to sign the agreement 
that you should revoke their 

Secretary LaHood. You know what, we are not going to get into 
that. That is not what we do at DOT. We do not hold grants for 
somebody to sign an agreement, we don’t do that. I have never sug- 
gested that, and if anybody on my staff did, I would make sure that 
they understood that is not what we do under my leadership. The 
grant was awarded based on its merits, and it will be carried out 
based on its merits, not whether somebody signs an agreement or 
not. 

Mr. LaTourette. You know that is exactly the answer I ex- 
pected from you. And I appreciate it, because it would be shocking 
if the Department had a position that somehow you sort of used 
that as a club to get something that they didn’t quite want. 
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Secretary LaHood. Not at all. 

Mr. LaTourette. Well, I thank you. 

Secretary LaHood. The agreement should be reached on its mer- 
its, and based on negotiations. If you were to talk to Rick he would 
tell you that it was difficult deliberation, but it is done. 

Mr. LaTourette. I have talked to Rick, and I did not know 
about your phone call, I was aware of some other phone calls and 
he was not happy until last night. So if you made him happy, then 
good for you and I yield back. 

Mr. Latham. Mr. Womack. 

HIGHWAY TRUST FUND 

Mr. Womack. Just a couple of follow-up questions. One I am just 
trying to find the logic on, and I think I know the answer to it. You 
have spoken about substantial investment that we would have to 
make in order to build a fast and effective high speed rail network, 
particularly in heavily-populated areas. And this kind of goes back 
to my original line of questioning, particularly as it pertains to I- 
49. 

We are already invested in some projects that are critically im- 
portant, that are unfinished. It has never really been a practice of 
this Nation to get involved in a major high priority network project 
and not see it through to fruition in somewhat of a timely manner. 
And that is my concern, investing so much money in rail networks 
at a time when we have limited resources, number 1. And number 
2, I am concerned with dwindling trust fund money, but to have 
investments made in some quality road projects that are absolutely 
critical to the economic well-being of the areas that they serve. I 
would just like to know your thoughts on rail versus projects that 
are currently underway that are struggling to find the investment 
to complete. 

Secretary LaHood. This budget speaks to the values and prior- 
ities of this administration. The President’s budget places a high 
priority on highways and roads and bridges. We put more money 
into that than we put into high speed rail or anything else. We 
have a state-of-the-art interstate system, we want to make sure it 
is in state of good repair, and we want to finish those parts of the 
country that haven’t been finished. 

I will say what I said before, we are committed to your project, 
because it is important to all of you. It is important to your delega- 
tion, it is important to the State. We want to be partners with you, 
we will be partners with you, we believe we will have the resources 
to do that, but the President also has a big vision about the next 
generation of transportation. We are 95 percent complete on the 
interstate highway system. 

We have got to maintain and finish it, but the next generation 
of transportation in America is high speed rail. That is the Presi- 
dent’s vision. We can do both. We have put a lot more resources 
into highways and bridges than we have in anything else, because 
we want to finish projects, and we want to make sure they are in 
a state of good repair. 
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CONTRIBUTIONS TO THE HIGHWAY TRUST FUND 

Mr. Womack. And then lastly, more of a statement. I am con- 
cerned, as I said about the trust fund, and the fact we are getting 
fewer miles driven and we are getting better gas mileage. And in- 
deed, with the notion that we are going to electrify so many vehi- 
cles. I am looking for the way forward on how we continue to ad- 
dress serious issues with maintenance and reconstruction of dete- 
riorating conditions of some of our roads, when we are indeed put- 
ting as many if not more cars on them that are getting fewer miles 
and contributing less to the trust fund, I continue to look for lead- 
ership as to how we are going to continue to afford to do the 
projects that we have already articulated. 

Secretary LaHood. Thank you. 

Mr. Womack. Mr. Chairman, I yield back. 

Mr. Latham. Thank you very much. Mr. Diaz-Balart. 

Mr. Diaz-Balart. Thank you, Mr. Chairman. Mr. Secretary. 

Secretary LaHood. Good morning. 

AIR TRAFFIC CONTROLLERS 

Mr. Diaz-Balart. First, let me thank you and congratulate you 
for your quick action after the incident at Reagan Airport. 

Secretary LaHood. Thank you. 

Mr. Diaz-Balart. And luckily a tragedy was avoided. But you 
clearly acted quickly as soon as those facts came out. 

I want to talk a little bit about air safety, if that is all right. I 
am sure you are aware that there have been a number of media 
reports talking about increases and near misses and near mid air 
collision misses. The Washington Post reported that errors recorded 
by air traffic controllers have increased by 51 percent nationwide 
in 2010. There are examples, including the Airbus, the United Air- 
bus that was within 15 seconds of colliding with a gulf stream jet. 
And again, even our colleague, Mr. Sensenbrenner, supposedly was 
a witness to one of those near misses. 

So according to news reports, FAA has said that the operational 
errors are due to the new self-reporting system. However, there are 
then other news reports, and I think The Post was one of them 
that said that those are not even included in those numbers. 

So I am not quite sure if we have a definitive answer. Question 
1 is can you set the record straight? What are the causes in the 
increases of those operation errors? Is it self-reporting issues has 
somewhat been reported but then others have said that is not the 
case? Is it insufficient training or inadequate training or is it some- 
thing else? 

If could you provide us with some specifics, not right now, a 
breakdown of what operation errors are actually included in the 
FAA results. So again, if you could clarify as to what is happening 
and why those increases, and do we know what the real reason is. 

Secretary LaHood. 2 years ago when we came into this Adminis- 
tration, we believed that we had to hire the most experienced, 
qualified person to head the FAA, and we did that. Randy Babbitt 
who is the administrator is a trained pilot. He flew for Eastern Air- 
lines for 25 years. He knows the business very well. He was the 
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president of the Air Line Pilots Association during his time as a 
professional pilot. 

We did change the system for reporting, we put different safety 
metrics in for gliding planes in and out of airports and different re- 
porting procedures. We believe the reporting of these incidents is 
way up because more reporting is going on for different kinds of 
things that were not being reported in the past. As a result, we 
think these incidents are being reported more often for things that 
had not been reported in the past. I know that the Administrator 
is going to appear before this committee. I will make sure that he 
has more specifics when he comes. 

[The information follows:] 
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FAA believes the increases in reporting are due to the introduction in 2009 of 
confidential reporting systems as well as incentives to provide information directly to 
supervisors. These incentives have generated a 51 percent increase in the number or 
losses of separation reported directly to management and over 28,000 confidential safety 
reports made to the Air Traffic Safety Action Program (ATSAP). These reports have 
provided the agency with much needed data so that data-driven decisions can be made to 
improve air traffic control safety. 

When compared to the number of air traffic operations, operational errors (OEs) are 
rare. For example, in 2010 there were a total of 133,649,786 air traffic control operations 
across the tower, TRACON, and en route domains. A total of 1 ,887 errors were reported, 
a reported error rate of 0.001412 percent. Further, for the 443 most serious errors 
(category A and B), the rate is one such event for every 301,692 operations. 

Nevertheless, on very rare occasions, these losses of separation are significant events. 
When such events occur, FAA and the National Transportation Safety Board carry out 
investigations, and FAA takes immediate action to mitigate the likelihood that such 
events would happen again. 

When OEs become known, they are reported, reviewed, and categorized. The most 
reliable measure is available when aircraft are under radar-control and instrument flight 
rules. Under those circumstances, radar data can be evaluated and the infringements on 
safety buffers around aircraft can be accurately measured. 

The FAA is working to enhance and modernize its controller training programs and 
methodologies. The agency has reviewed industry partner programs to glean best 
practices and is acquiring and utilizing modem digital training aids, such as high fidelity 
simulation and advanced computer-based learning. Further, FAA has strengthened 
coordination between training programs at the Academy in Oklahoma City, 

Headquarters, and field training facilities. An important finding, discovered through 
enhanced reporting, is that some significant errors are committed by seasoned as well as 
new controllers. The development and execution of recurrent training is therefore 
underway. Together, these efforts have already resulted in student progression, remedial 
training, tracking, and accountability measures at levels never before established at FAA. 

Most OEs are categorized through a system that reflects how much of the safety zone 
was breached. Although distance is an element of risk evaluation, by itself it does not 
express the risk associated with an event. For example, the risk associated with a loss of 
separation by two aircraft following each other will differ significantly from the same 
amount of loss if the two aircraft were flying towards each other. 

Nevertheless, distance is a critical component and where it can be measured in 
distance, such losses are categorized in range bands designated as A, B, or C “operational 
errors,” with A being the closest range and C the furthest apart. Other losses are 
classified as “Other” or “Miscellaneous” in order to capture those errors where such 
precise measurements are not possible, for example, non-radar, oceanic, terrain or 
procedural or equipment errors. 

The effectiveness of FAA’s approach to data collection is reflected in the table below. 
The large increase in reports filed in FY 2010 is significant and concurrent with the 
implementation of voluntary reporting programs and additional electronic collection of 
data. 
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Category 

FY 2007 

FY 2008 

FY 2009 

FY 2010 

A 

34 

28 

37 

43 

B 

256 

318 

292 

400 

C 

557 

663 

618 

1059 

Other 

193 

340 

286 

385 

Total 

1,040 

1,349 

1,233 

1,887 


Concurrent with the implementation of these new data collection programs, the Air 
Traffic Organization launched a safety management system risk analysis process that 
brings together pilot and air traffic control analysts to examine significant events and 
determine what factors caused or contributed to them. This process has identified 
procedures and processes that need to be improved to reduce incidents, improve training, 
and enhance safety. 

FAA has just completed this process for the last 1 2 months of data and identified the 
top five categories of events. To address the identified issues below, the FAA is 
developing corrective action plans to address policy, procedures, and training: 

1 . Pilots failed to comply with ATC clearance, typically altitude or routing. 

2. Arrival sequencing on final approach to airports, including vectoring or 
speed control. 

3. Controller overlooked traffic: air traffic controller did not take account of 
the presence of an aircraft on the radar screen. 

4. Missed approach procedures and go-around operations where controllers 
reacted to pilot decisions to go-around or when controllers initiated a go- 
around procedure. 

5. Incomplete coordination among air traffic controllers within a facility or 
with neighboring facilities. 

While significant improvements in reporting by air traffic controllers and front line 
managers were achieved in 2010, FAA continues to strive for additional and completely 
open reporting by those who operate our air traffic control system. They are also 
improving their relationship with their stakeholders by building data exchanges between 
airlines, ASAP programs, and ATSAP so that events can be more thoroughly analyzed 
and continue the successful partnership with NATCA and PASS. The FAA will continue 
to improve software tools that automatically detect and record losses of separation. The 
agency will also improve analysis of the air traffic control data and safety services 
provided, and implement data-driven correction for identified safety issues. Similar 
initiatives are taking place on the other side of the microphone as pilots and airlines seek 
to establish similar programs for their front-line employees, in order to achieve the same 
goal: an ever safer National Airspace System (NAS). In addition, the emphasis on 
training will continue to grow. 

FAA’S goal is to make the NAS as safe as possible. Through a determined, 
cooperative process of continuous improvement, and the development of a strong safety 
culture, an already remarkable safety record can - and will - be improved. 
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Mr. Diaz-Balart. Thank you. Exactly what is included in those 
new numbers? Because there are conflicting reports and we just 
need to make sure we get the right answer. Going back, again, to 
the same issue of air traffic training. There is an I.G. report Sep- 
tember 30th, 2010. According to that report, a new air traffic con- 
trol training program has been seriously mismanaged and has had 
significant cost overruns. Again, it seems that air traffic controller 
training, may be, may be a part of some of the current issues that 
we are dealing with. 

According to the report, “FAA did not fully consider program re- 
quirements in designating and designing the system.” It talks 
about how it would be difficult for FAA to achieve the original 
training program goals and training innovations and it keeps 
going. And then there were also issues, according to the I.G. Report 
of some serious, serious cost overruns. According to the report, and 
my understanding is that cost and fees have exceeded the baseline 
estimate by 35 percent during the first year of the contract and in- 
creased 20 percent during the second year. 

You know, those are huge issues. And when you tie that to some 
of the recent reports, I am concerned whether training is part of 
that problem. 

According to the I.G. Report, there were indications during the 
bidding process that there would be cost issues. Again, so there are 
a lot of issues that were there, supposedly before the contractors 
let that were evident according to the I.G. Report. And as far as 
I know, the training program office has not responded to the finan- 
cial control review team’s recommendation or to the LG’s report. 

Again, second issue if you could also see if we could get some an- 
swers on that, as to the cost overruns, if there have been — if the 
LG’s report and all those other concerns have been addressed. 
Again, if you could maybe also get us some cost estimates as to 
where we are heading. 

Secretary LaHood. Yes, sir. We will get it for you. 

[The information follows:] 

The Department of Transportation Office of the Inspector General (OIG) issued 
Report Number AV-2010-126 on September 30, 2010 with nine recommendations. 
Two recommendations were considered closed at report publication. The FAA pro- 
vided the OIG acceptable actions for the remaining seven. The FAA is executing the 
plan to close out those issues. The FAA also answered in full additional rec- 
ommendations from our internal Office of Financial Controls in October 2010. 

Air traffic controller training continues to occur within the volume and speed 
guidelines of the Controller Workforce Plan. This addresses the needs of both the 
agency and the flying public. The agency continues to meet mandated time-to-train 
and controller staffing quotas. Current-year expenditures are within targeted cost 
and schedule. A number of learning transformation efforts will further reduce ex- 
penditures and improve the efficiency of the contract. 

The intent of the contract has always been to supplement training provided at the 
Academy and field facilities. Our independent cost estimates for training require- 
ments continue to exceed the original contract award and available funding because: 

• The FAA developed the scope of training requirements during the procurement 
phase. The scope did not include requirements for Certified Professional Control- 
lers — In Training (CPC-IT) and ERAM training which have been added and there- 
fore increased the cost. 

• Higher contract labor costs for instructors also contributed to greater costs. 

The FAA has conducted numerous initiatives to rein in costs and ensure more ef- 
fective vendor performance. These include: 

• Emphasizing cost containment by tying two award fee performance measures 
to keeping costs at or under budget. 
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• Securing third-party cost audit assistance that provides dedicated cost analyses 
for the program. This augments the voucher review in place at the beginning of the 
contract. The team ensures direct and indirect costs paid under the contract are al- 
lowable and appropriate. 

Mr. Diaz-Balart. Good. Thank you. We will obviously talk to the 
Administrator and I look forward to it, I just figure I would 

Secretary LaHood. Absolutely. 

Mr. Diaz-Balart. The one thing that we can always count on you 
is that you get back to us and you respond. 

Secretary LaHood. Yes, sir. 

Mr. Diaz-Balart. Thank you, Mr. Chairman. 

BLOCK AIRCRAFT REGISTRATION REQUEST PROGRAM 

Mr. Latham. Thank you. Mr. Secretary, I am very concerned 
about, and I am hearing from a lot of private aviation folks about 
the changes to the Block Aircraft Registration Request program 
where you want to track general aviation aircraft real-time on the 
Internet and have it become public knowledge. I guess I am curi- 
ous, what is the problem we are trying to solve here. 

Secretary LaHood. Okay, go ahead, I am sorry. 

Mr. Latham. And if people want to keep their privacy, we are 
not tracking people in automobiles or any other modes of transpor- 
tation, I just don’t understand. 

Secretary LaHood. The program was established by Congress to 
provide security and safety for people who have private planes. So 
when I read an article, which I would be happy to submit for the 
record, where you have drug dealers having their numbers exempt- 
ed from public record, and you have athletic directors at colleges 
having their numbers exempted so somebody can not find out that 
they are going to recruit a basketball player to me that did not 
meet the criteria. 

When I read about the people who had their numbers exempted 
from the public record, I thought this is not what the program is 
about. This is a special privilege that we give to people for safety 
and security reasons, that is — 

Mr. Latham. They don’t pay for it? 

Secretary LaHood. Pardon me? 

Mr. Latham. They don’t pay for the registration and pay for the 
infrastructure? 

Secretary LaHood. The program was established by Congress to 
allow certain people, for safety reasons to have their number taken 
off their planes so it couldn’t be made public. 

When I find out that there are people that are taking advantage 
of it for no other reason than they do not want somebody to find 
out where they are flying, I say that does not work. So I put in the 
Federal Register the program and the changes we want to make. 
Everybody can comment on it. If they don’t like what I am doing, 
they can comment on it. If you all don’t like what I am doing, 
change the program. But look, people are trying to take advantage 
of something for no other reason than they want a little privacy, 
not for safety and security. If it is safety and security, I have no 
problem with it, none. We are going to get to what the intent of 
what Congress wants. 

Mr. Latham. I think that is safety and security. 
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Secretary LaHood. Then I am going to put this in the record. I 
am not going to take your time to read this, hut there are examples 
here of people that are not doing it for safety and security, that is 
my point. 

[The information follows:] 
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FAA Moves to Limit Blockout System 
Hiding Private Jet Flights 


by Michael Gmhell 
ProPithlica, March 7, 2011, 12:12 p.m. 

The Federal Aviation Administration is proposing rules [ij 
that would prevent private plane owners from keeping 
their flight records secret unless the>' can provide a valid 
security concern. 

The FAA said the practice of blocking flights from 
real-time tracking data had created a transparency issue 
and cited a federal court ruling invoKing a Freedom of 
Information Act request that had been filed by ProPublica. 

In recent months, blocked flights have prevented the 
public from learning details about a plane suspected of (Stock photo fivm Flkkr: Corporate Flight 

being used for gold smuggling, a prominent minister Management) 
accused of sexual abuse invoKing private jet trips and the 
travels of New York City Mayor Michael Bloomberg during a major snow'storm. 

If adopted, the FAA plan would limit a program [2] in which plane owners can keep their flight information 
secret by sending a request to an industrj- group, known as the National Business Aviation Association. 
Under the current system [3], the group provides the FAA a list of requests, and government workei*s block 
the flights no questions asked. 

The FAA created the system based on concerns that the proliferation of websites posting real-time flight- 
tracking presented a security threat to executives and could jeopardize business deals. 

After ProPublica filed its public records request in December 2008, the FAA agreed to release the tail 
numbers of planes on its block list. The business aviation association sued the FAA to prevent the agency 
from doing so but lost [4]. 

When the list finally w'as released last spring, ProPublica found [5I a number of individuals and companies 
that signed up for the program after receiving bad publicity. Among them w^re a televangelist facing a 
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congressional inquiry, governors questioned about personal trips on state planes and Fortune 500 
companies that had received government bailouts. 

The buvsiness a\aation association said that it would oppose the FAA's proposal, issued Friday, because it 
represented "an unwarranted invasion of the privaQ' of aircraft owners and operators, a threat to the 
competitiveness of U.S. companies and a potential security risk to persons on board." 

The group's president, Ed Bolen, said the government w'ould be providing the means to "electronically stalk" 
people. 

"When the sanctity of citizens’ private conduct is threatened by the use of information technology, 
government's job is to protect the individual, not facilitate the intrusion," Bolen said in a statement f 61 . He 
added that the public doesn’t have access to toll records of where people are driving. 

Use of the national airspace has generally been considcr«i public information because planes rely on a 
taxpayer-funded system of air traffic controllers, radars, runways and towers. To oversee aircraft safety and 
registration, the FAA collects information about the plane, where it's going and when it takes off and lands. 

Under the new rules, flights could be blocked only if plane owners could prove to the FAA that there has been 
a threat of death, kidnapping or serious bodily harm or a recent history of terrorist activity in the area where 
the plane travels. 

Businesses frequently use flight-tracking records to know when their employees land, arrange fuel and taxis 
and schedule meetings. Journalists also UvSe the records for news stories. But blocking flights makevS public 
scrutiny difficult, as exhibited by several recent news ev-ents involving planes: 

A private jet used by Texas businessmen was seized [7] in the Congo last month after officials 
there said it was used to smuggle gold. 

New York City Mayor Bloomberg has taken heat over his whereabouts during a December 
blizzard. The Wall Street Journal recently reported [8] that one of the planes he uses was in 
Bermuda at the time. 

Last fall, four young men sued the prominent Bishop Eddie Long of sexually abusing [9] them 
during trips, in which they on his private jet. 

In all three cases, the flights w'ere blocked on websites that post the government data feed. Reporters can still 
obtain the information through a longer, formal request process. 

The FAA propo.sal is open for public comment until April 4 through the website, www.reguiations.gov [10]. 
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Mr. Latham. Are you saying you can’t track them? 

Secretary LaHood. I am saying they don’t qualify for the pro- 
gram under safety and security, I am saying if people in the pro- 
gram can show me that because their CEO or somebody on that 
plane is under some kind of threat, I have no problem with that, 
none. But if it is some athletic director who is flying to recruit a 
kid and he does not want some other school to know it, that does 
not fit, neither do drug dealers or people smuggling gold — I am not 
for that. I don’t think any of you would be either, that is the reason 
why I am trying to change the program, to get it back to what you 
all wanted. 


INFRASTRUCTURE BANK 

Mr. Latham. You have asked for the whole other subject. Third 
year, consider funding some sort of national infrastructure bank. 

Secretary LaHood. Right. 

Mr. Latham. Are we going to finally see does 0MB have any pro- 
posed legislation, is there anything forthcoming? 

Secretary LaHood. When our bill comes up, Mr. Chairman, we 
will have in detail what we think the bank should be doing in 
terms of funding. Really, it is a pot of money to leverage other 
money. It is not going to pay for full projects but it may leverage 
a RRIF loan, or leverage a TIFIA loan, or leverage some other 
money that somebody out in the States might be putting up. It is 
there to do big significant projects. 

Mr. Latham. Is the proposal only going to be transportation func- 
tions or is there going to be the Hutchinson-Kerry bill as a lot of 
other 

Secretary LaHood No, I know there are people who want to do 
locks and dams 

Mr. Latham. Right. 

Secretary LaHood. [continuing]. And Corps of Engineers 
projects. Our infrastructure bank is really for transportation. 

Mr. Latham. Is it both grants and loans that you are going to 
propose? 

Secretary LaHood. It would really be grants that would leverage 
other loan programs that we have or other money that might be 
out in the States. 

Mr. Latham. If you could get a grant, why would you get a loan? 

Secretary LaHood. Because you can’t pay for the entire project 
with the grant and you have to find other sources of money. 

Mr. Latham. Are we talking about a revolving fund here, loan 
fund? 

Secretary LaHood. Well 

Mr. Latham. If we are giving out grants, I mean this is just an- 
other — 

Secretary LaHood. Part of it would be a loan, and part of it 
would be grants, but it would be a way to leverage other money. 

Mr. Latham. Why is it different than any other grant program? 

Secretary LaHood. Because it doesn’t exist to do big projects. We 
don’t have anything like that. 

Mr. Latham. Haven’t you had TIGER Grants and all those 
things? 



333 


Secretary LaHood. Yes, we have had TIGER Grants and they 
have worked very well. If you all are for TIGER Grants, we will 
he with you on that. I have heard a lot of criticism about TIGER 
grants, but we are with you, we like TIGER grants. 

Mr. Latham. There are some concerns obviously with those 
grants. 

Why does in your request 

Secretary LaHood. Can I have Chris talk in detail for a minute 
about the Infrastructure Bank because he has really worked with 
0MB, and maybe he can provide a little more clarity than I pro- 
vided. 

Mr. Latham. If we could. I am over time here. 

Secretary LaHood. Well, you are the chairman, so. 

Mr. Latham. I don’t want them to hate me. 

Mr. Olver. We will give you time. 

Secretary LaHood. I doubt if they will hate you. 

Mr. Bertram. The Infrastructure Bank would make loans simi- 
lar to how TIFIA, and RRIF make loan guarantees and it could 
also combine that with grants to actually round out projects. Poten- 
tially it could have all three different funding mechanisms within 
it. 

Mr. Latham. I guess I am still — I understand what a bank is, 
and when I go to my bank, they don’t grant me half the money and 
then loan me the other half of the money. It is either a loan or — 
I don’t know how it is sustainable. 

Mr. Bertram. Under our proposal to consolidate all the existing 
FHWA programs, there are no other discretionary programs left 
such as interstate or bridge discretionary programs. This would be 
the one place where States and locals could come and actually get 
grants with those types of projects; rather than have to go to high- 
ways and go to a bank, they would have one place they could go. 

Mr. Latham. Okay. Mr. Olver. 

up-front investment 

Mr. Olver. Thank you, Mr. Chairman. My staff has been sitting 
back here wondering if I was ever going to get around to asking 
any of the questions that they thought they wanted to have an- 
swers to, so I am going to try to get to do that. If you would be 
kind enough to answer succinctly, at least as succinctly as I am 
asking the question, it would be appreciated and I might get two 
or three of them in. Why do you think it is necessary to make a 
substantial up-front investment in infrastructure this year? 

Secretary LaHood. Because we haven’t done it for many, many 
years. It has been inadequate. All you have to do is travel around 
the country and you see roads that are deteriorating, there are 
many, many bridges that need to be repaired and fixed up. We 
need to begin to make investments, that is one part of it. The other 
part of it is, if we all want to get the economy going again, there 
is one way to do it, provide jobs. The transportation bill is a jobs 
bill. Nobody could dispute that. If there is one thing around here 
that creates jobs, it is transportation dollars. So this is a twofer. 

We may have deteriorating roads, deteriorating bridges, but we 
have lots of unmet transportation needs in America and we want 
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to put our friends and neighbors to work. No better way to do it 
than to pass a transportation bill. 

Mr. Olver. I will add one more to that. In my State, the bids 
for infrastructure programs are coming in at least 20 percent below 
expectations. This is the time to be doing these kinds of infrastruc- 
ture things with quality level, with a much lower cost, so add that 
to it, I would say. 

The authorizing committees, your 50 billion plan we are talking 
about, the authorizing committees would have to take action to pro- 
vide the contract authority for these investments. Have you had 
conversations with them about that? 

Secretary LaHood. We have had conversations with the author- 
izing committee about the President’s transportation budget, yes. 

Mr. Olver. Specifically about this aspect? 

Secretary LaHood. The answer is yes, we have. 

Mr. Olver. Okay, all right. Well, you might want to summarize 
that for the record. 

[The information follows:] 

The President’s FY 2012 Budget includes an “Up-Front” $50 billion economic 
boost in transportation to rebuild and modernize America’s roads, rails, transit, and 
runways for the long term. These funds will build upon the success of the ARRA 
transportation funds. As noted by the President, transportation investment lags be- 
hind what we need to keep our economy moving, and compete with other countries. 
The Department has held overall budget briefings with the authorizing committees. 
In addition, discussions about the details of the budget are ongoing. 

Secretary LaHood. Okay. 

RAIL NETWORK 

Mr. Olver. Within that same program, there is a new rail ac- 
count structure. I think if I understand it, you have within that 50 
billion, you have 3 billion for rail network development, and 2 V 2 
billion for rail system preservation. Is the main thing here the rail 
network development is other than the ICE — northeast corridor? Is 
that the main difference there, distinction? 

Secretary LaHood. Do you know the answer to that, Chris? 

Mr. Bertram. The idea would be that you would actually try to 
develop and build a rail network that would consist of high speed 
rail as well as more regional rail. That would be the part of the 
rail development part of the program. 

Mr. Olver. But it would be passenger rail? 

Mr. Bertram. Yes. 

Mr. Olver. But the other one, the preservation, is that meant for 
all Amtrak-owned property? 

Mr. Bertram. It could be all Amtrak-owned or if Amtrak oper- 
ates on other right-of-ways, that would be eligible as well as any 
sort of State passenger rail programs that would need to be reha- 
bilitated or upgraded. 

Mr. Olver. Well, I am not sure why there is a distinction here 
between the two accounts then, which maybe you can clarify in 
writing for the record. 

[The information follows:] 
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The President’s FY 2012 budget request represents a national commitment to 
developing world-class passenger rail services. FRA will focus these resources on 
developing the infrastructure, stations, equipment, and institutional capacity needed to 
plan and deliver the National High Performance Rail System (NHRPS), including 
providing financial assistance for planning, engineering, and environmental analyses; 
right-of-way acquisition; and design and construction. In addition to developing new, 
high-speed corridors, the NHPRS establishes a framework for maintaining and enhancing 
the existing passenger rail network. This proposal ensures that public assets are 
maintained and renewed by assuming a share of the annual life-cycle costs of rail 
infrastructure and equipment, while also responsibly funding infrastructure backlogs and 
Amtrak’s legacy debt. 

Network Development consists of $4 billion in financial assistance for planning and 
developing infrastructure, equipment, and capacity necessary to continue implementation 
of the NHPRS. These initiatives focus on (I) planning and developing core express, 
regional, and emerging corridors; (2) developing intermodal stations to connect intercity 
passenger rail service to communities and other transportation options; (3) facilitating the 
design, procurement, manufacturing, and demand management of standardized passenger 
rail equipment; and (4) delivering training and technical assistance services to develop 
government and private expertise, promoting research and development in the rail 
industry, and providing temporary transitional operating support during the launch of new 
services and for existing State-supported corridors. 

System Preservation and Renewal consists of $4,046 billion to (1) replace aging 
national rail assets and equipment that have deteriorated due to historical 
underinvestment; (2) provide operating, capital, and debt resources to Amtrak for long- 
distance intercity passenger rail service and other nationally-important assets; and (3) 
fund state of good repair and asset recapitalization of publicly-owned rail infrastructure 
and fleet. Specifically, this program continues to provide resources for Amtrak debt 
service outlined in Amtrak’s Five Year Financial Plan, the Northeast Corridor 
infrastructure backlog, and station ADA-compliance and state of good repair projects. 

This account will also provide competitive grants to reduce bottlenecks affecting existing 
corridors and long distance services modeled after Section 302 of PRJIA. 

While the new appropriations accounts replace the Amtrak appropriation accounts, 
the new financial structure ensures that the national assets for which Amtrak is custodian 
are improved and maintained. Moreover, the System Preservation and Renewal 
resources that reduce Amtrak’s large capital and debt loads will position Amtrak to play a 
vital role in development of the National High Performance Rail System, including 
competing for future Network Development financial assistance. 

To spur job growth and allow States to initiate multi-year investments, the budget 
request includes a $50 billion boost above current law spending for roads, railways, and 
runways. FRA’s FY 2012 request includes $5.5 billion as part of the Administration’s 
$50 billion up-front investment package. Within the Network Development $4 billion 
request is $3 billion for additional high-speed rail network planning and construction. 

Within the System Preservation and Renewal $4,046 billion request is $2.5 billion to 
reduce the maintenance backlog for Amtrak fleet and infrastructure, particularly station 
compliance with the Americans with Disability Act. 
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Mr. Bertram. Okay. 


HIGH SPEED RAIL 

Mr. Olver. On the high speed rail issue, I understand that last 
week that United Continental, which is now the world’s second 
largest airline, I think, with its merger is planning to cut domestic 
flights by 2 or 3 percent and increase international flights by 3 or 
4 percent. The long hauls are much more profitable and much more 
energy efficient, which is probably why they are more profitable 
than short distance flights. Does that give you any change in 
thought or anything to think about on the issue of where one uses 
high speed rail? 

Secretary LaHood. We thought more in terms of high speed rail 
in corridors where people have been ready to go and have had 
plans, and have done some of the environmental work, we really 
haven’t done it with respect to airports and airlines. 

Mr. Olver. What the airports think they need to do is one thing, 
but clearly, high speed rail works best when you have got sizable 
cities at reasonable distance, couple of hundred to 500 miles apart 
and there is some gain. If you do that in a corridor from Atlanta 
to Boston you cover a lot of short-run air line kinds of stuff, that 
otherwise is not very profitable. I yield back. 

Mr. Latham. Thank you, Mr. Olver. Let’s go to Mr. Dent. 

HIGHWAY PROJECTS 

Mr. Dent. Thank you. Mr. Chairman, you were just talking 
about highway funding and its impact on jobs and the economy. 
One of the challenges with the stimulus that I noticed in my dis- 
trict is that the road bridge money largely went to bridge painting 
projects, and to, I would also say just resurfacing roads, staying be- 
tween the lines. Largely because of the procedural problems inher- 
ent in road construction, bridge construction, which leads to the big 
issue. I was seeing a lot of sidewalks, what I call curb cuts to no- 
where, they were just curb cuts in areas where they are never 
going to build sidewalks and it looked like a misallocation of re- 
sources. A lot of it was used with stimulus resources. 

They had to stay between the lines. If we do a highway bill, we 
are going to need some very serious process reform. One reason 
why people are not getting to work as quickly, I have noticed, is 
that when you go through the NEPA process and you go through 
the EIS, the preliminary engineering, the final design, right-of-way 
acquisition. And by the time you get to the actual construction, it 
is many, many years. We call it the 12-year plan where I live, and 
you don’t call it the 12-year plan for nothing. 

What would you recommend in terms of reforming this process, 
just like when the bridge collapsed up in Minnesota and eve^body 
was able to effectively able to reconstruct that bridge within 437 
days. What would you recommend to us to help you get these 
transportation dollars out there so we can build new capacity much 
more quickly than it is currently? 

Secretary LaHood. One of the things that we have done in this 
budget is collapse 50 programs into five programs. We believe that 
we need to streamline. We agree with you on this, Mr. Dent, and 
we believe we can do it. We believe that over 2 years, we put $48 
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billion out the door and employed 65,000 people in 15,000 projects, 
and did it by the way Congress told us to do it. The idea was to 
do shovel-ready projects. Most of the shovel-ready projects ended 
up being resurfacing runways, resurfacing roads, and resurfacing 
bridges. That is what States had on their shelves when this money 
became available, but it did put a lot of people to work, and it did 
resurface. 

We agree with you, though. That is the reason we have collapsed 
these programs down so it doesn’t take 10 to 12 years to get a 
project approved, maybe it takes 3 to 4 years. We believe by col- 
lapsing these and getting everybody at the Department working to- 
gether, you speed up the process and you cut down on the bureauc- 
racy. 

Mr. Dent. Well, thanks. That is encouraging, because that has 
been my greatest frustration watching these projects over the 
years. 

Secretary LaHood. Ours too. 

Mr. Dent. Even simple projects. I get into archeological digs in 
areas where there really is not a lot of significance. 

Secretary LaHood. Right. 

RAIL FUNDING 

Mr. Dent. Finally, back to the issue of rail funding, we were just 
talking a little bit earlier about the local match, non federal match 
at 50 percent for most non high speed rail type projects. What has 
been your experience with communities around the country? I have 
noticed in my State, it seems a lot of folks talk about rail, and I 
hear in some of the local communities, but no one ever has match- 
ing dollars and kind of don’t want to hear that part of the con- 
versation. Is this typically what you are hearing throughout the 
country? Do they come to you for rail projects or do they have the 
local funding? 

Secretary LaHood. They do. People think very creatively. They 
think about what they can do at the fare box and what they can 
do with the cities that are involved, some States contribute to these 
projects. People get very, very creative when it comes to these 
projects. We have no shortage of people that are interested in tran- 
sit projects, whether they be streetcar, light rail, buses, or other 
forms of transit. Creative people find local resources to do it, and 
we contribute a lot to these. These are almost always big projects, 
they are not insignificant and people find the resources. 

Mr. Dent. We did some rail studies where I live, and we found 
that to do passenger rail for my community to New York, it was 
estimated that we would be able to recover about $0.22 on the dol- 
lar. Which is not very appetizing for most of us. When a commu- 
nity comes to you for rail funding, what do you expect them to re- 
cover in terms of what the riders will pay or contribute? 

Secretary LaHood. I will get you the formulas, but we look at 
these things very carefully. If you can’t hold up a project on rider- 
ship, then we are very honest and frank with people on these 
things. Not every community can. 

[The information follows:] 

As a point of reference, Amtrak recovers approximately 85 percent expenses with 
fare box and other revenues. The FRA’s FY 2012 budget proposes passenger rail 



338 


service featuring high-speed rail delivered as a three-tiered service: Core Express, 
Regional and Emerging. Federal grants, up to 80-85 percent federal share, assist 
states and other qualified applicants with capital costs, which represent the highest 
hurdle in rail corridor development. This is also consistent with the intent of the 
Passenger Rail Improvement Act of 2008. Operating subsidies, also included in the 
FY 2012 proposal, reflect the need for start-up assistance and are short-term or 
transitional only. 

Mr. Dent. I would like to see the formula. 

Secretary LaHood. We will get it for you. 

Mr. Dent. Thank you. 

Secretary LaHood. Sure. 

Mr. Latham. Judge Carter. 

CAFE STANDARDS 

Mr. Carter. Thank you, Mr. Chairman. Mr. Secretary, let’s talk 
about CAFE standards, because I have a question I don’t really un- 
derstand. Title 19, U.S. Codes, section 32 , 902(b)(3)(b) states “The 
Secretary shall issue regulations under this title describing average 
fuel economy standards for at least 1, but not more than 5 model 
years.” 

The notice of intent, published in October 10, 2010, with the 
EPA, DOT requested comments for setting fuel economy standards 
for model years 2017 to 2025, recognizing that it is technically per- 
missible for techs not to issue fuel economy rulemaking for model 
years 2017 to 2021. The next day proposed fuel economy standards 
for 2021 to 2025. Is there some compelling reason why the Depart- 
ment of Transportation is seeking to evade this spirit of the law? 

Secretary LaHood. Let me tell you what has happened. One of 
the first executive orders that the President signed right after he 
was sworn in was to set CAFE standards for 2012 and 2016. 2012, 
the standard is 26 miles per gallon; 2016, it is 35 miles per gallon. 
That was signed, that was agreed to by every car manufacturer. 
When the President announced that there was an agreement on 
those, every car manufacturer stood with the President and an- 
nounced that. 

Now we have to think beyond 2017. NHTSA, our safety organiza- 
tion, is working with the EPA on beyond 2017 and we are trying 
to figure out what the right standard should be. 

Now we have to work closely with California, because if Cali- 
fornia were to decide to accept to do its own standard, that would 
throw the car manufacturers into a real dilemma. You have got to 
have one standard for all 50 States. We have been working closely 
with the EPA on this, and we think we have got it right for 2012 
and 2016. 

I think we will get it right beyond 2017. We are working on it 
right now. We are putting our heads together and trying to get the 
right figures and the right statistics. We want to get it right for 
the car manufacturers. They are just starting to come back. They 
are just starting to make money, and they are starting to sell cars. 
The last thing that we want to do is inhibit their ability to continue 
to do well. 

I think we get it from that point of view, but it is the EPA and 
our folks at DOT that are working on this. 
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Mr. Carter. We are sort of dealing with three standards, right? 
We are dealing with your standards, EPA’s standards and Califor- 
nia’s standards? 

Secretary LaHood. No, sir, there’s going to he one standard. 
With the EPA, the two of us are going to establish that. We consult 
with California, because we don’t want them to have a waiver or 
their own standard. 

Mr. Carter. Well, I agree with that. My question is are the Cali- 
fornia regulators driving the train or are we driving the train? 

Secretary LaHood. The drivers of the train are DOT and EPA; 
there are two drivers of the train. 

Mr. Carter. It takes a long time to figure out how convoluted 
the Federal Government operates, but when your draft legislation 
says “shall,” that generally means that is how you are supposed to 
do it. But under the rules around here, I guess executive order can 
overcome Federal law on that issue of “shall,” and basically skip 
the section. 

Secretary LaHood. There are two agencies driving this regula- 
tion, Judge, DOT and EPA. We are consulting with California be- 
cause they are a big player in this. They are not driving the train. 

Mr. Carter. But you told me that the President, by executive 
order, just declared a standard. 

Secretary LaHood. No. The executive order said the EPA and 
DOT will come up with a standard. That is what we did over a 
year period, we came up with a standard for 2012 and 2016. The 
President didn’t say what the standard should be. What he said is 
establish the standard between the two agencies, and get it done. 
We got it done, but we also got the car manufacturers to agree to 
it. 

Mr. Carter. Why did you jump all the way to 25 on the next 
day. 

Secretary LaHood. We had to go beyond 2017, and when we talk 
about it, we talk beyond 2017. 

vehicle miles traveled 

Mr. Carter. That explains it. 

One other question, do I have time for one other question? 

In Texas, they are running ads, at least in Texas, because I hap- 
pened to hear from them at town hall meetings last week about 
mileage tax. 

Secretary LaHood. Vehicle miles traveled? 

Mr. Carter. Yeah. It has been picked up by every network and 
has been run both nationally and locally, and I am getting ques- 
tions on it and I am wondering where that is coming from. 

Secretary LaHood. The administration is opposed to that. 

Mr. Carter. Do you know where it is coming from? 

Secretary LaHood. Yeah, I know where it is coming from. When 
I started this job, I said everything’s on the table and somebody 
said vehicle miles traveled. I said everything is on the table and 
it got picked up that we were supporting vehicle miles traveled. 
Immediately the White House came out with a statement saying 
that we were not in favor of that. 

Mr. Carter. This is a current event, this is within the last cou- 
ple of weeks there have been ads. 
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Secretary LaHood. Judge, there is something called the viral 
Internet, and I have learned the hard way that once you say some- 
thing, it doesn’t make any difference if you said it 10 years ago, it 
could still be very popular today because some blogger out there 
picks it up. He wasn’t paying attention 2 years ago, and he just de- 
cided he heard Ray LaHood say that, so he decides to put it out, 
that is where it comes from, though. 

Mr. Carter. Thank you. 

Mr. Latham. Mr. Womack. 

Mr. Womack. I yield back, Mr. Chairman. 

Mr. Latham. Good bless you. Mr. Diaz-Balart. 

Mr. Diaz-Balart. I won’t be as brusque, but I will be quick. 

SURFACE REAUTHORIZATION 

Mr. Secretary, you were talking about the importance of passing 
a highway bill, transportation bill. However, as one who came from 
the T&I Committee, where then-Chairman Oberstar was ready to 
go forward, where now Chairman Mica had language in there deal- 
ing with trying to streamline the construction process, frankly, as 
was stated rather clearly and rather publicly, the reason that bill 
didn’t go forward was because the White House objected to passing 
a bill. 

So I agree with you, it is important to pass a bill, but the facts 
remain that Oberstar was chairman for 4 years and what stopped 
him from passing a bill and from bringing a bill forward was not 
the House, but it was the President, it was the administration. Has 
that changed? Does the President now support moving forward on 
a bill? 

Secretary LaHood. Yes. 

Mr. Diaz-Balart. Well, let me ask you this: But if it is so impor- 
tant, which I agree with you, why was he against it? Why was he 
the main obstacle in stopping what you just said is frankly one of 
the most important things which is to create jobs and everything 
else which is to pass the transportation bill. He was the one obsta- 
cle as you know, and that is why Mr. Oberstar was not able to 
move the bill forward. What happened? Why was he so against it? 

Secretary LaHood. Because we had the $48 billion in stimulus 
which we were implementing, which for over 2 years 15,000 
projects were funded and 65,000 people employed. 

Mr. Diaz-Balart. So the stimulus took precedent over the trans- 
portation bill? 

Secretary LaHood. You are asking me what our priorities were. 
The priorities were for the DOT to implement what Congress 
passed, which was the stimulus bill. 

Mr. Diaz-Balart. Again, as always, we get straight answers 
from you, Mr. Secretary. I will tell you, reclaiming my time, that 
obviously, when 7 percent of the stimulus bill went to transpor- 
tation projects a lot of it has not been spent as Mr. Dent said be- 
cause the red tape. Some of those were not even spent on issues 
that could have been the higher priority issues, because the admin- 
istration decided not to push forward for the highway bill, which 
the Secretary and we all agree, frankly, was a high priority. So 
again, I think that was a grave mistake, but that is water under 
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the bridge, so to speak. Thank you, Mr. Secretary, for always being 
so candid. 

Secretary LaHood. Thank you. 

HIGHWAY TRUST FUND 

Mr. Latham. I think to Mr. Carter’s question, that was a pro- 
posal, the vehicle traveled miles that you had mentioned a couple 
years ago. 

Secretary LaHood. Yes. 

Mr. Latham. A couple years ago. 

Secretary LaHood. Yes, I said that 2 years ago. 

Mr. Latham. But that is off the table, the fuel tax is off the 
table. 

Secretary LaHood. Raising the fuel tax is off the table. 

Mr. Latham. I am still curious why you need $20 million for a 
revenue, full-time equivalence if you are not generating any rev- 
enue. 

Secretary LaHood. At some point 

Mr. Latham. What are they going do? 

Secretary LaHood. I am going to let Chris explain the 20, but 
I think at some point we will figure out a path forward with you 
all. 

Mr. Latham. What is on — if you eliminated fuel tax and the ve- 
hicle miles traveled, what is left on the table? 

Secretary LaHood. Working with all of you. You want him to ex- 
plain the 20? 

Mr. Latham. God bless you, Ray. You are good. 

Mr. Bertram. The point of the Office would be to study some of 
the things that have been discussed here about the fact that the 
amount of revenue collected from the traditional gas tax, from elec- 
tric vehicles, alternatives fuels is actually declining and what the 
alternatives are to take a look at replacing that. 

Mr. Latham. Revenues from electric vehicles; is that what you 
said? 

Mr. Bertram. Right. Electric vehicles do not pay anything under 
the trust fund, and hybrid vehicles actually pay less. So this office 
would take a look at the effect that has on the trust fund and what 
alternatives are for paying. 

Mr. Latham. Okay. But wouldn’t that be pretty obvious, there is 
less money going into the trust fund? 

Mr. Bertram. Right. 


AMTRAK 

Mr. Latham. I am just curious what the $20 million is actually 
going to do, I guess? But anyway. 

Talked about the high speed rail situation, and Mr. Olver made 
a good point that a lot of the rail, if it is between places where 
there are people in the northeast corridor, or actually pays for oper- 
ation and it doesn’t pay for any capital investment as you are well 
aware. But it is frustrating to me, I know you came out and you 
had $230 million for “high speed rail” which is going to average 53 
miles an hour from Chicago to Iowa City. I have always been curi- 
ous why Amtrak, that goes through Iowa purposely bypasses any 
population centers. 



342 


I mean, it goes through southern Iowa. And if you are Des 
Moines, which is our largest city you have got to drive 53 miles, 
I think, to get on Amtrak. And I guess my thought is why wouldn’t 
it be — maybe it makes too much sense, but to take the train from 
Chicago where it leaves now and rather than run it across south- 
ern Iowa, run it from Chicago, to Davenport, to Iowa City, to Des 
Moines where there are actually people. 

Secretary LaHood. Yes, I think that is the plan eventually. 

Mr. Latham. No, this is not changing Amtrak’s route. 

Secretary LaHood. I think if you look at 

Mr. Latham. This is a whole separate initiative. 

Secretary LaHood. Yes, it is a separate initiative. 

Mr. Latham. It is not Amtrak. 

Secretary LaHood. No, it is not Amtrak, but it is the initiative 
we would have with the State of Iowa. I haven’t talked to Governor 
Branstad specifically about the continuation from Iowa City to Des 
Moines, but I have talked to the mayor of Des Moines about it a 
lot. 

Mr. Latham. I know. But wouldn’t it just make common sense 
to actually maybe combine the two ideas and have one train that 
would be kind of 

Secretary LaHood. Absolutely. 

Mr. Latham [continuing]. High speed and not run the other train 
across 

Secretary LaHood. I think that makes a lot of sense. We 
wouldn’t be opposed. 

Mr. Latham. Why wouldn’t anyone listen? 

Secretary LaHood. I am listening to it. I think it is a good idea. 
We have very limited resources, and we want to get this program 
going. If that makes the most sense in Iowa, I see no reason why 
we wouldn’t do it. 

Mr. Latham. I haven’t heard anyone talk about it. Okay. I just 
want to conclude this, if we can, maybe this round. We will extend 
the extra time if you need it, Mr. Olver. Not that you have ever 
needed it in the past. 

Okay, we are going to have to have a bill here in June, hopefully 
get it off the floor. I don’t see any progress actually being made on 
a reauthorization. 

What is our plan B here? I mean, none of this in the 2012 appro- 
priation bill, I don’t see any of this getting done that you are talk- 
ing about legislatively, because there is not even proposals out 
there from anybody. So what are we to do? What is our back-up 
here? What is our plan B? 

Secretary LaHood. Well, plan A is to get through the 2011, that 
is what we are spending our time doing. I know that your leader- 
ship is doing the same. So that is number 1. We haven’t been sit- 
ting around twiddling our thumbs. We have been working as a part 
of the team with the administration, to help the administration 
work with your leadership to get beyond 2011. Once that happens, 
and once you all pass something, then I believe you will see some 
very significant leadership from the administration on the path for- 
ward for 2012. 

I know that the authorizing committee has been on a listening 
tour. I know they are committed to a bill, and we are committed 
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to working with you on this. We spend a lot of time trying to get 
2011 finished up, and will continue to do that until 2011 gets fin- 
ished. As soon as 2011 is finished, we will be up here working with 
you on 2012. 

Mr. Latham. You can see our 

Secretary LaHood. Absolutely. 

Mr. Latham. Forget about 2011, but 2012, and all the moving 
parts you are talking about with the reauthorization, that has a 
huge impact as far as what we are trying to accomplish. 

Secretary LaHood. Exactly. 

Mr. Latham. And there is not even a proposal anywhere yet. So 
we are going have to proceed one way or another here, and that 
will be very difficult to incorporate your budget proposals without 
certainty for us, so I appreciate it. 

Secretary LaHood. Understood. 

Mr. Latham. Thank you. Mr. Olver. 

Mr. Olver. Thank you, Mr. Chairman. I want to just comment 
here, there is going to be a series of comments again that the an- 
swer to many of the chairman’s questions are when we can get to 
talk with you, and broadly that to talk with us on this side of the 
table is with both the House and the Senate as to how you are 
going pay for these things. I don’t get much impression on this side 
of the table — ^you have to have a partner to do that discussion, and 
a partner that is willing to come to a resolution of the issue that 
everybody can agree to as workable and that doesn’t seem yet to 
be showing up, I would say. 

Now on the Iowa situation, I shouldn’t delve into that one, but 
I get the impression that the chairman does not ever expect to rep- 
resent many of these communities along that route that the Am- 
trak route now goes through, or much of the way across the State, 
or he wouldn’t be talking about moving the Amtrak line in par- 
ticular. But Mr. Secretary, I will be happy to talk with him about 
a very similar situation that we are working on in Massachusetts 
with your help, with your help. So we will talk about that. 

Mr. Latham. I will look forward to that. 

RECOVERY ACT 

Mr. Olver. Now, let me — ^you have worked very hard to get the 
recovery monies out of the high speed rail, innercity passenger rail 
recovering monies out. How close are you to doing that for the 
ARRA monies at this point? Can you give us a quick update? And 
then the secondary part of the question is how quickly 

Secretary LaHood. You know what, Mr. Olver, we will have 

Mr. Olver. Be able to get on to doing the 2010 monies? 

Secretary LaHood. We will for the record. We don’t have those 
figures here. They change every day. 

[The following information is provided to Congress on a weekly 
basis:] 
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Mr. Olver. Okay, okay. 

Secretary LaHood. We will get them for you. 

Mr. Olver. We will have them for the record. 

Secretary LaHood. Exactly. 

Mr. Olver. And have it as an update for the record about 
every — not less than once a month, I suppose. 

Secretary LaHood. Okay, we will do it. 

Mr. Olver. That is all I want to bother with. 

Mr. Latham. Mr. Diaz-Balart apparently — I guess that will be it 
for today, Mr. Chairman. 

Secretary LaHood. Thank you, Mr. Chairman. Thank you. I al- 
ways appreciate it. 

Mr. Latham. You are a very good friend and I appreciate your 
hard work. Thank you. 

Secretary LaHood. Thank you, thanks a lot. 
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House Committee on Appropriations 
FY 2012 Budget Request; Department of Transportation 
March 29, 2011 Hearing 


Submitted by Chairman Latham 
Budgeting 

Question 1. Mr. Secretary, you requested to classify most of your budget request as 
mandatory. However, to date, no authorizing language has been introduced in either the House 
or Senate. Please provide the funding levels, by project, program and activity (using the table 
below as a template) for the Department of Transportation assuming all current discretionary 
programs will continue to be classified as discretionary in FY 2012. Further, specify which 
activities in your FY 2012 request you would not fund if your budget is reduced to the FY 2006 
and FY 2008 levels. 


Program, Project, and 
Activity 

FY 2012 DOT request 

FY 2006 level 

FY 2008 level 






Answer. Please see attached PDF. 


Ignition Interlock Programs 

Question 2. Mr. Secretary, as you know, ignition interlock programs have great potential to 
reduce impaired driving and save lives. However, there is no common set of standards or 
guidelines that states can use in the implementation of ignition interlock; in the absence of such 
guidelines ensures that programs will be inconsistent from state to state. 

Will NHTSA give consideration to developing a model ignition interlock program, working 
with state motor vehicle administrators, members of the highway/transportation safety 
community and ignition interlock device providers, to examine the best practices, and to draft 
voluntary guidelines to assist the states as they develop such programs? 

Answer. NHTSA agrees that ignition interlocks have great potential to reduce impaired 
driving and save lives. Research has demonstrated that ignition interlocks reduce recidivism by 
50 - 90 percent when they are in use. State ignition interlock programs vary considerably in 
design and operation, reflecting differences in State administrative structures and variations in 
focal points for program leadership. 

NHTSA is working with State officials by delivering technical assistance and information on 
promising practices and by providing opportunities for States to share experiences with each 
other. For example, NHTSA has produced a series of publications and sponsored a series of 
workshops on this topic. We believe these efforts have helped to provide comprehensive 
information to States on strategies and practices adopted by other jurisdictions to implement 
ignition interlock programs. NHTSA will continue to monitor State programs to identify other 
promising practices that could potentially be applicable and transferable to other jurisdictions. 
Should model program designs or practices emerge, NHTSA will consider the potential benefits 
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of establishing voluntary guidelines as a means of improving interlock program performance and 
consistency. 


Question from Ranking Member John W. Olver 
New Rail Account Structure 

Question 1. The budget proposes a very robust rail program which totals more than $8 
billion in FY 2012 and nearly $53 billion over the next six years. There are two new accounts 
requested in the budget: 

- the Network Development account would provide funding for high speed rail 
investments; and, 

- the System Preservation account would provide funding for Amtrak; address the 
state of good repair backlog on the Northeast Corridor; and help bring rail stations 
into compliance with the Americans with Disabilities Act. 

What was the rationale for this new account structure? 

Answer. The President’s FY 2012 budget request represents a national commitment to 
developing world-class passenger rail services. FRA will focus these resources on developing 
the infrastructure, stations, equipment, and institutional capacity needed to plan and deliver the 
National High Performance Rail System (NHRPS), including providing financial assistance for 
planning, engineering, and environmental analyses; right-of-way acquisition; and design and 
construction. In addition to developing new, high-speed corridors, the NHPRS establishes a 
framework for maintaining and enhancing the existing passenger rail network. This proposal 
ensures that public assets are maintained and renewed by assuming a share of the annual life- 
cycle costs of rail infrastructure and equipment, while also responsibly funding infrastructure 
backlogs and Amtrak’s legacy debt. 

Network Development consists of $4 billion in financial assistance for planning and 
developing infrastructure, equipment, and capacity necessary to continue implementation of the 
NHPRS. These initiatives focus on (1) planning and developing core express, regional, and 
emerging corridors; (2) developing intermodal stations to connect intercity passenger rail service 
to communities and other transportation options; (3) facilitating the design, procurement, 
manufacturing, and demand management of standardized passenger rail equipment; and (4) 
delivering training and technical assistance services to develop government and private expertise, 
promoting research and development in the rail industry, and providing temporary transitional 
operating support during the launch of new services and for existing State-supported corridors. 

System Preservation and Renewal consists of $4,046 billion to (1) replace aging national rail 
assets and equipment that have deteriorated due to historical underinvestment; (2) provide 
operating, capital, and debt resources to Amtrak for long-distance intercity passenger rail service 
and other nationally-important assets; and (3) fund state of good repair and asset recapitalization 
of publicly-owned rail infrastructure and fleet. Specifically, this program continues to provide 
resources for Amtrak debt service outlined in Amtrak’s Five Year Financial Plan, the Northeast 
Corridor infrastructure backlog, and station ADA-compliance and state of good repair projects. 

This account wilt also provide competitive grants to reduce bottlenecks affecting existing 
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corridors and long distance services modeled after Section 302 of Passenger Rail Investment and 
Improvement Act (PRIIA). 

While the new appropriations accounts replace the Amtrak appropriation accounts, the new 
financial structure ensures that the national assets for which Amtrak is custodian are improved 
and maintained. Moreover, the System Preservation and Renewal resources that reduce 
Amtrak’ s large capital and debt loads will position Amtrak to play a vital role in development of 
the National High Performance Rail System, including competing for future Network 
Development financial assistance. 

To spur job growth and allow States to initiate multi-year investments, the budget request 
includes a $50 billion boost above current law spending for roads, railways, and runways. 

FRA’s FY 2012 request includes $5.5 billion as part of the Administration’s $50 billion up-ffont 
investment package. Within the Network Development $4 billion request is $3 billion for 
additional high-speed rail network planning and construction. Within the System Preservation 
and Renewal $4,046 billion request is $2.5 billion to reduce the maintenance backlog for Amtrak 
fleet and infrastructure, particularly station compliance with the Americans with Disability Act. 


Livable Communities 

You note in your testimony that the U.S. population is estimated to grow by 100 million 
people by 2050 and that the vast majority (80 percent) will live in urban areas. As these areas 
grow, transportation will become a greater challenge as congestion increases. In particular, it 
underscores the need to better coordinate transportation and housing investments. Your 2012 
budget request significantly increases funding for the Department’s Livable Communities 
program. 


Question 2. How will the Livable Communities program help our local communities meet 
the transportation challenges that lie ahead? 

Answer. Livability is a key priority for this Administration, and the Secretary has made 
Livable Communities a Departmental strategic goal reflected in the 2012 budget request. The 
Livable Communities program within the Office of the Secretary of Transportation (OST) would 
provide support for urban and rural communities to promote livability through adoption of 
transportation plans and policies that are coordinated with plans and related policies for housing, 
sewer and water, and other infrastructure investments. 

A Livable Community is a community with transportation options, a variety of housing 
types, and destinations close to home. The way infrastructure inve.stments are made - including 
the connectivity of local streets, keeping existing assets in good repair, and ensuring transit 
systems and rail networks get passengers where they need to go safely and conveniently -has an 
impact on livability both now and in the future. As our population grows and demographics 
change, people are demanding new and different options for how they get around and where they 
live. Coordinated development and comprehensive planning can decrease greenhouse gas 
emissions, have positive health impacts on the community’s residents, and lower household 
transportation costs, leading to more economically resilient communities. This coordinated 
approach can also save taxpayer dollars. Using U.S. Census Bureau data, many studies estimate 
that compact, mixed-use development can reduce infrastructure costs by 1 1 percent or more.’ 
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The outcomes of livable communities include increased access to convenient, affordable 
transportation choices, improvements in the public transit experience, provision of additional 
pedestrian and bicycle networks, and improved access to transportation for special needs 
populations and individuals with disabilities. Achieving these outcomes with this program and a 
coordinated approach with other agencies will help our local communities meet the 
transportation challenges that lie ahead. 


Question 3. Last year, you utilized the TIGER program to coordinate planning projects with 
HUD, what feedback have you gotten from communities so far? 

Answer. The U.S. Departments of Transportation (DOT) and Housing and Urban 
Development (HUD) have joined together in awarding grants for localized planning activities 
that ultimately lead to projects that integrate transportation, housing and urban development. 
Almost 700 applicants sought up to $35 million in TIGER II planning grants and up to $40 
million in HUD Sustainable Community Challenge Grants. 

One project selected for an award is the Augusta Sustainable Development Implementation 
Program located in Augusta-Richmond County, GA. This Sustainable Development 
Implementation Program will help plan the redevelopment of the Priority Development Corridor, 
a 4.5-mile north-south “spine” in the core of Augusta. The project will include the creation of an 
implementation program for a multi-modal transportation corridor; a revision of current codes to 
facilitate vibrant, mixed-use, mixed-income development; and a plan for green, affordable 
housing in a section of Georgia’s second-largest city. 

DOT and HUD are working very closely with the team in Augusta-Richmond County, GA to 
insure that this implementation program follows the recommendations included as part of the 
Augusta master planning process. The recommendations will focus on connectivity, re- 
development of existing land, multi-modal transportation, affordable housing, and local market 
creation in a corridor that has been a historic barrier. 


Question 4. The flip side to growth in urban areas is that many other counties across the 
country are actually losing population. How can the Livable Communities program help these 
communities? 

Answer. Through the Partnership for Sustainable Communities, HUD, DOT, and EPA are 
working together to build tools, resources, and technical assistance to support communities 
struggling with the loss of population and jobs. This includes the forthcoming launch of an 
online web tool that includes contact information for regional staff from Partnership agencies 
and on-going interagency collaboration to identify successful practices and approaches. 

' Muro, M. and Puentes, R. Investing In A Better Future: A Review Of The Fiscal And 
Competitive Advantages Of Smarter Growth Development Patterns. Brookings Institution, 2004, 

p.21. 
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For example, St. Albans, VT received a $125,000 TIGER 11 planning grant to be used to 
design the Downtown St. Albans Streetscape Improvements. These proposed improvements, 
once constructed, will improve access to housing and other services in Downtown St. Albans and 
provide enhanced access for bicycle and pedestrian traffic. DOT plans to use the results of this 
project to support other communities facing similar challenges. 


Distracted Driving 

Question 5. Mr. Secretary, you have made distracted driving one of the key safety initiatives 
of your administration. NHTSA’s own data suggests that nearly 5,500 fatalities and 450,000 
injuries in 2009 resulted from distracted driving crashes. Your data also suggests that this is a 
particularly acute problem for drivers under the age of 20. 

Distraction can occur in a lot of different ways - texting, talking on the phone, reading maps, 
even swatting at bees. How difficult is it to measure the data for distraction? 

Answer. Measuring pre-crash behavior such as distracted driving can be challenging. 
Generally, NHTSA relies on Police Accident Reports (PARs) as the primary source of this 
information in our data collection efforts. Because PARs vary across police jurisdictions, 
especially when it comes to coding for distraction, there are inconsistencies in reporting. For 
example, some PARs have a distinct reporting field for distraction while others do not. In 
addition, some PARs do not differentiate between the sources of distraction. Finally, law 
enforcement officers often depend on the driver to indicate that he or she was distracted prior to 
the crash, which the driver may not admit to the law enforcement officer. 

NHTSA is taking steps to align driver distraction reporting in PARs in a pending revision of 
the standardized data set for describing motor vehicle crashes. These revised guidelines are 
being developed in cooperation with State officials and are expected to be published in 2012. 

In addition to using PARs, NHTSA uses a variety of other methods to collect information on 
driver distraction, including intensive on-scene crash investigations as used in NHTSA’s 
National Motor Vehicle Crash Causation Study, simulator studies, and naturalistic driving 
studies (Strategic Highway Research Program-2). Each of these approaches produces useful 
information, and collectively they provide useful insights into the problem of driver distraction 
and means by which to mitigate the crashes involving driver distraction. 


Question 6. In FY 201 1 and FY 2012, you requested $50 million for incentive grants to 
States that enact laws restricting phone use and texting while driving. (NOTE; both the House 
and Senate FY 201 1 bills included $50 million for the distracted grant program.) 

What can you tell us about current State efforts to minimize driver distraction and why do 
you think an incentive grant program is necesscuy? 

Answer. States efforts to minimize driver distraction have focused on text messaging and 
handheld celt phone laws. As of June 201 1, 34 States and the District of Columbia have enacted 
laws to ban text messaging for all drivers. Thirty of these States and the District of Columbia 
have primary enforcement of their law, meaning that a police officer can stop and ticket a driver 
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for this sole offence. Nine States (California, Connecticut, Delaware, Maryland, Nevada, New 
Jersey, New York, Oregon, and Washington) and the District of Columbia have enacted laws to 
prohibit ail drivers from using handheld cell phones while driving. This is a primary enforcement 
law in all States except Maryland. 

A survey of States conducted by the Governors Highway Safety Association in 2010 reported 
that 27 States include distracted driving in their Strategic Highway Safety Plans (SHSPs). Seven 
States reported holding summits or special task forces on distracted driving. Thirty-seven States 
reported that they conduct public information/education efforts on distracted driving. 

As electronic technology proliferates, the driver distraction problem is likely to become even 
more critical to highway safety. The proposed grant program would allow States and NHTSA to 
address this increasing highway safety problem by encouraging more States to adopt laws 
prohibiting distracted driving and to expand distracted driving countermeasure programs. The 
grant program may also provide funding to States to conduct enhanced enforcement of distracted 
driving laws. Experience has demonstrated that laws need to be accompanied by highly visible, 
focused enforcement in order to significantly affect driver behavior. 


Question 7. Last year, NHTSA initiated two demonstration projects (Syracuse, NY and 
Hartford, CT) to determine whether high visibility enforcement efforts (similar to the “Click it or 
Ticket” seatbelt program) would discourage drivers from texting while driving. 

What have you learned from these two demos? 

Answer. NHTSA has completed data collection on these demonstration projects, and we are 
currently analyzing the data. We hope to publish the results of the analysis later this summer. 

Initial data from the first two waves of the projects are very encouraging: observed handheld 
cell phone use fell by 56 percent in Hartford, CT and 38 percent in Syracuse, NY. We are 
optimistic that the final results will continue to show the effectiveness of the high visibility 
enforcement approach in combating distracted driving. 


Impact of HR 1 

Question 8. In February, the House majority passed HR 1 which would fund the government 
at much reduced levels for the remainder of this fiscal year. With regard to the programs that 
are within this Subcommittee’s jurisdiction: 

- the high speed rail and Tiger grant programs were terminated and the FY 20 1 0 
awarded projects were rescinded; 

- Amtrak’s capital program was cut back to FY 08 levels; 

- FTA’s capital investment program for major new transit projects was cut by $430 
million; 

- the capital and safety improvement program for the Washington Metropolitan Area 
Transportation Authority was zeroed out; an4 

- the FAA’s air traffic modernization program was cut by $200 million. 
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Given your knowledge of the state of our transportation infrastructure, how would you assess 
the impact of these reductions? 

Won’t these cuts put us further behind in meeting our state of good repair needs and have a 
negative impact on State and local economies? 

Answer. Yes, the terminations and reductions proposed in HR 1 would have negatively 
impacted state and local economies and the state of infrastructure across the country. HR 1 ’s 
proposed termination of the TIGER 11 grants that were awarded in FY 2010 alone would have 
affected 41 projects in 34 states for a total of $556.6 M. Of these, 17 projects, a total of $140 M, 
are in rural areas. 

Both large and small projects have a huge impact on their regions. Investments in the freight 
rail system can move thousands of truckloads of goods off the roads and onto rail, relieving road 
congestion, decreasing road maintenance costs, increasing highway safety, and improving speed 
and safety on existing rail lines. Transit investments will spur economic development well 
beyond the Federal investment, bringing jobs and business to undeveloped areas. In rural areas, 
transit investment will improve access for local communities and connect cities with each other 
in more efficient ways. Across the nation, replacing aging bridges and correcting highway and 
street safety issues will reduce accidents and congestion. 

Below are a few examples of the impact this funding will have on communities, nationwide: 

• The Federal investment of $47.6 M in Atlanta Streetcar project will serve 1 million 
passengers per year and could the potentially bring $500 M of economic development to 
underdeveloped areas. 

• Tower 55 in Ft. Worth, TX will cost the Federal government $34 M, but improving the 
signaling and crossings at the nation’s most congested freight rail intersection will save 
$900 M in supply chain costs, 

• Connecting the Port of Miami, FL to the Hialeah Rail Yard will eliminate 1 02 million 
truck miles from the highway system, saving fuel, reducing carbon emissions and traffic 
congestion and lowering the cost of road maintenance. 

• Replacing two aging bridges that connect Ann Arbor with the University of Michigan 
will reduce delays and congestion for the 48,000 vehicles that cross over using just one 
lane of traffic in each direction every day. 

• The Northwest Tennessee Port in Lake County is the biggest economic development 
initiative in that region in decades. It will bring 2,300 additional jobs to the region and 
make cargo loading and unloading easier and provide a more efficient access to the rail 
system. 

• The Great Plains Freight Rail project improves over 150 miles of track between Kansas 
and Oklahoma, which will increase speed, reduce congestion and increase at-grade 
safety. 

• Reconstructing South Dakota’s branch line between Mitchell and Chamberlain, SD will 
take 7,000 truckloads of grain off the roads and on to rail, increasing capacity and 
efficiency. 
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• The Moline Multimodal Station will improve transit connectivity and access for the 
citizens of Moline as well as restore a vital link for passenger rail between Chicago and 
Iowa City. 


Question from Congressman LaTourette 

Question 1. In December, your IG office issued a memorandum to Administrator Matsuda on 
the Title XI shipbuilding loan guarantee applications. 

As you know, this program makes low-cost loans available to commercial ship owners and 
shipyards for ship and shipyard building and modernization, helping ensure a strong domestic 
fleet. According to some estimates, every dollar invested in the Title XI program has generated 
$20 worth of economic activity. The program currently has a portfolio of guarantees that covers 
over $2 billion in loans, but according to your IG’s report, since 2004, Title XI has approved 
only five applications with those commitments totaling approximately $480 million. Previously, 
you were approving about 1 1 a year. Are you seeing fewer applications? Are the applications 
being processed slower? My concern is whether funding needed as set-asides for these loan 
guarantees may be rescinded just as the applications are reaching the finish line, if in fact the 
reason for the low number in approved applications is delay and slowness in processing. What 
are the reasons for this drop-down? 

Answer. The Maritime Administration has seen a significant drop in the number of Title XI 
applications. From 1997 to 2003 MARAD received 1 10 applications for Title XI financing. 

From 2004 to 201 1, MARAD received 16 applications. 

MARAD attributes this drop in applications to the state of the economy. One consequence of the 
recession is that the growth in demand for ocean and inland shipping has slowed. This in turn 
has reduced the demand for new vessels and, accordingly. Title XI financing. 

The Maritime Administration processes all Title XI applications in as expeditious nature as 
possible, and continues to promote the program as a way to assist the industry during these tough 
times. 


Questions from Congresswoman Marcy Kaptur 

It is my understanding that President Obama has ordered the Department of Transportation to 
carry out a program that would allow Mexican trucks drivers to operate on U.S. roads. This 
decision was made in the White House at the Presidential level, so I am going to ask you to just 
verify or correct my understanding of the President’s plan. 

Question 1. Simply yes or no, has the Department of Transportation developed a plan to 
allow Mexican truck drivers to operate on U.S. roads? 
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Answer. Yes. On July 6, 2011, Secretary LaHood signed a Memorandum of Agreement 
with the Government of Mexico to initiate the pilot program. With this signing, Mexico initiated 
action to decrease its tariffs on U.S. manufactured goods and agriculture products by 50 percent. 

Once the U.S. Department of Transportation’s (DOT) Inspector General completes his report to 
Congress required by section 6901(bXl) and the Agency completes any follow up actions 
needed to address issues raised in the report, FMCSA will proceed with the pilot program. 
Mexico has committed to removing the remaining tariffs once the first Mexico-domiciled carrier 
is granted authority. 


Question 2. Yes or no, will this program grant Mexican truck drivers essentially the same 
operating authority that it grants to any new U.S. motor carrier seeking interstate authority? 

Answer. The program will grant the authority to operate to Mexican companies, not 
Mexican drivers. The authority will be essentially the same as the authority granted to U.S. and 
Canadian carriers. 


Question 3. Yes or No, Will Mexican truck drivers that participate in the program for 1 8 
months receive the permanent right to operate in the U.S., even if Congress or the Department of 
Transportation terminates the program? 

Answer. FMCSA provides authority to companies, not drivers. It is true that under 
FMCSA’s proposal Mexican companies would receive permanent authority if they operate safely 
for 18 months and pass a comprehensive compliance review. 


Question 4. Yes or no, will Mexican truck drivers be granted special credit for their 
participation in the 2007 pilot program, which Congress voted overwhelming to terminate? 

Answer. Mexican companies that participated in the 2007 pilot program would be granted 
credit for their participation in that program after undergoing and passing a pre-authority safety 
audit and having their drivers and vehicles approved for this program. 


Question 5. Yes or no, has the Administration described this program as a “pilot program” 
even though it grants permanent rights to Mexican truck drivers, even if Congress or the 
Department of Transportation terminates the program? 

Answer. Yes. This program is being operated under the Agency’s pilot project authority. 
The purpose of the pilot is to determine whether the Mexico-domiciled trucking industry as a 
whole can comply with U.S. laws and regulations and operate safely. We may grant permanent 
authority to individual carriers if they demonstrate they can comply with motor carrier safety 
statutes and regulations and operate safely. If Congress terminates the program, any carrier that 
has received permanent authority under the pilot would be able to maintain long-haul authority. 
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Question 6. Perhaps the President was not fiilly aware of this, but am I correct in 
understanding that U.S. law requires the Department of Transportation to first test granting 
authority to Mexican carriers under a pilot program that complies with Section 3 1 3 1 5 of Title 49 
of the U.S. Code? 

Answer. Yes. The 2007 Iraqi Accountability Appropriations Act contained a provision 
indicating that the U.S. could not grant Mexican carriers authority until it completed a pilot 
program that complies with Section 31315 of 49 U.S.C. (See response to Question 7 below for 
further information). 


Question 7. Could you provide for the record all legal authorities under which the 
administration intends to operate this program? 

Answer. The legal authorities for the program are: 

• The North American Free Trade Agreement: cross-border trucking provisions 
under Part 5, Investment, Services and Related Matters, Chapter XII, Cross- 
Border Trade in Services, and Aimex I, Reservations for Existing Measures 
and Liberalization Commitments. 

• Department of Transportation and Related Agencies Appropriations Act, 2002, 
section 350, Pub. L. 107-87, 115 Stat. 833, 864-868, December 18, 2001.* 

• U.S. Troop Readiness, Veterans’ Care, Katrina Recovery, and Iraqi 
Accountability Appropriations Act, 2007, section 6901, 121 Stat. 112, 183- 
185, May 25, 2007.* 

• 49 U.S.C, § 3 1 3 1 5(c), Pilot Programs (see Responses to Questions 5 and 6, 
above). 

*Note; Section 1 101(a)(6) of the Full-Year Continuing Appropriations Act, 2011, Pub. L. 

1 12-10, division B, 125 Stat. 102, 103, April 15, 201 1, makes funding available for the 
Department of Transportation and other Federal agencies during the current fiscal year under the 
authority and conditions specified in the Consolidated Appropriations Act, 2010, Pub. L. 111- 
117, 123 Stat. 3034, December 16, 2009. Section 135 of the Transportation, Housing and Urban 
Development, and Related Agencies Appropriations Act, 201 0, division A of the Consolidated 
Appropriations Act, 2010, 123 Stat. 3034, at 3053, provides: 

“Funds appropriated or limited in this Act shall be subject to the terms and 
conditions stipulated in section 350 of Public Law 107-87 and section 
6901 of Public Law 1 10-28,including that the Secretary submit a report to 
the House and Senate Appropriations Committees annually on the safety 
and Security of transportation into the United States by Mexico-domiciled 
motor carriers.” 


Question 

budget? 

Answer. 


8. Yes or no, did the President request $4.3 million for this program in his FY 2012 
Yes. 
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Question 9. Is this the Ml cost of the program? 

Answer. The FY 2012 request includes only the funds necessary for the pilot in FY 2012. 
Additional ftmds would be required in FY 2013 and subsequent years. The amount of these 
funds will be dependent on the number of Mexican carriers participating in the program. 


Question 10. Yes or no, will Highway Trust Fund dollars be used to cover the cost of the 
program? 

Answer. Yes, FMCSA is funded by the Highway Trust Fund. 


Question 11. Could you submit for the record a detailed analysis of the cost of the program 
and how much of the Highway Trust Fund will be drained for this program? 

Answer. The cost of the program will be dependent on the number of Mexican carriers 
participating in the program. The FY 2012 request of $4.3 million in operating costs assumes 10 
ports of entry and 150 carriers. Below is a breakout of the costs in FY 2012. 


U.S. Mexico Cross Border Trucking 



FY 2012 

Staffing 

$2,694,090 

IT Costs 

$200,000 

Electronic On Board Recorders 

$732,800 

Program Support / Oversight 

$685,000 

Total Cost 

$4,311,890 


Questions Congressman John Carter 

Question 1. Title 49 U.S.C. Section 32902(b)(3)(B) states: “The Secretary shall issue 
regulations under this title prescribing average fuel economy standards for at least 1 , but not 
more than 5, model years.” In the Notice of Intent (NOI) published on October 13, 2010 with 
EPA, DOT requested comments for settinga fuel economy standard for model years 2017-25. 

a. EPA and the California Air Resources Board are unaffected by the 5-year rule in 
Sec. 32902, as Congress never intended those agencies to be setting fuel economy 
policy. Would DOT be proposing a fuel economy standard fourteen years into the 
future if EPA and the California Air Resources Board weren’t proposing to 
regulate fuel economy during this time? 

b. Do you believe that when Congress specifically limited DOT from proposing fuel 
economy rules in more than 5 year increments. Congress intended the result to be 
DOT proposing a fuel economy standard fourteen years from now? 

Answer. In the forthcoming rulemaking on fuel economy standards, NHTSA will propose 
final standards for the five-year period from model years 2017 through 2021. At a later date. 
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most likely after January 1, 2017, NHTSA will issue a notice of proposed rulemaking proposing 
fuel economy standards for model years 2022 through 2025. 

Question 2. The Administration has announced that it intends to set fuel economy standards 
for model years 2017-25 by July 2012. However, such standards do not need to be finalized 
until April 1, 2015, and no automaker to my knowledge has requested regulation so far in the 
future for the purpose of “planning” or “certainty.” Considering there is no exigent circumstance 
compelling the Administration to propose new fuel economy regulations at this time, and in light 
of the fact that the auto industry is still adjusting to the Administration’s previous $51.7 billion 
fuel economy rulemaking from last year, shouldn’t such rules be more properly proposed in 
2013? 

Answer. Based on statute, standards for model year 2017 must be finalized no later than 
April 1, 2015. However, the Administration believes that it can provide significantly more lead 
time to manufacturers by establishing standards for 2017-2025 on the current schedule, which 
will enable them to plan and implement technologies in a maximally-efficient manner. 


Question 3. In your oral testimony, you stated that “California is not driving the train; DOT 
and EPA are driving the train together.” However, didn’t the threat of California proposing its 
own fuel economy regulation in March compel the January 24, 201 1 announcement by EPA and 
DOT that both agencies were moving up their timetable for proposing the next fuel economy 
regulation from the end of September to September 1, 201 1? 

Answer. The Federal agencies are working toward releasing the proposal at the end of 
September. 


Question 4. For the model year 2012-16 rulemaking, EPA set a GHG emissions standard 
using criteria specified in the Clean Air Act. For the same rulemaking, NHTSA set a fuel 
economy standard under the criteria specified in the Energy Policy and Conservation Act. 
Except for the regulation of air conditioners, the two standards are remarkably similar, 
considering both standards were set pursuant to two different laws. Was this; (1) a coincidence; 
or (2) did EPA harmonize its GHG emissions standard to conform to the CAFE standard; or (3) 
did DOT conform the CAFE standard to EPA’s standard? 

Answer. The standards were developed jointly with full consideration of EPCA/EISA and 
CAA requirements. The laws do not preclude the development of fuel economy and greenhouse 
gas emission standards that are harmonized. Harmonization between these overlapping 
requirements is more efficient and reduces the burden on industry. 


Question 5. Is it possible for an automaker to be in compliance with the CAFE standard, but 
out of compliance with the EPA standard? 
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Answer. Yes, NHTSA projects that manufacturers, which have historically not complied 
with CAFE standards, and instead paid fines, will continue to do so under the 2012-2015 
standards. Under the greenhouse gas standards these manufacturers, that typically sell less than 
400,000 vehicles in the US each year, are expected to comply with Temporary Lead-time 
Allowance Alternative Standards established by EPA for the 2012-2015 period. The agencies 
project that other manufacturers will comply with both programs. 


Question 6. From a policy standpoint, is one fuel economy standard set by NHTSA pursuant 
to the Energy Independence and Security Act preferable to three different agencies regulating 
fuel economy under three different rules pursuant to three different laws, which is the situation 
we have now? 

Answer. NHTSA believes that the joint involvement of three agencies in regulating fuel 
economy and greenhouse gas emissions has benefits, as each agency brings unique experience 
and expertise to the assessment of industry capability and development of standards. 


Question 7. The NOI contemplates significant mass reductions (up to 30%) in the light duty 
fleet. If highway fatalities increase because of the downsizing/down weighting of the fleet, 
should Congress hold DOT solely accountable, or would it be fair to also hold EPA and the 
California Air Resources Board accountable? 

Answer. NHTSA is committed to highway safety and reducing highway fatalities. The 
agency carefully assesses the safety impacts of fuel economy rulemaking. In establishing 
standards, the agency will not consider or include in its analysis any mass reduction levels that 
compromise safety. 


Question 8. Does H.R. 910, the Energy Tax Prevention Act prevent DOT from setting a fuel 
economy standard for heavy duty trucks at any time in the future? 

Answer. H.R. 910 would complicate the setting of fuel efficiency standards for heavy-duty 
trucks by prohibiting EPA from “taking action relating to the emission of a greenhouse gas to 
address climate change” (Section 2). H.R. 910 may effectively preclude EPA from gathering the 
carbon dioxide emissions information from manufacturers that NHTSA relies on in the Heavy- 
Duty (HD) fuel efficiency program for determining compliance, which would leave NHTSA 
unable to enforce its standards. 


Question 9. How many DOT employees are working on fuel economy compared to EPA? 
Answer. DOT currently has 29 (full and part time) people working on fuel economy. 
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Question 10. I understand the National Highway Traffic Safety Administration (NHTSA) 
allocated $350,000 in discretionary funds to the Motorcycle Law Enforcement Demonstrations 
grant program (DTNH22-10-R-00386) during fiscal year 2010, This grant program allocated up 
to $70,000 to a state (up to five) to set up Motorcycle-Only Checkpoints. Do you have any plans 
to fund this grant program for fiscal year 2012? If so, when will the NHTSA issue the notice and 
for how much? 

Answer. The Motorcycle Law Enforcement Demonstration program was funded for $70,000 
in FY 2010. Work under the cooperative agreement will continue into FY 2012. Currently, 
there are no plans to provide additional funds in FY 2012. 


Question 11. The NHTSA budget includes a policy shift in the Motorcyclist Safety Grants 
program (Pub. L. 109-59, title 11, § 2010, Aug. 10, 2005, 1 19 Stat. 1535) that originally intended 
to support strategies aimed at reducing motorcycle crashes from occurring in the first place. Now 
it is being proposed that this funding be used to promote helmet use. Why has the Agency asked 
for such a change? This policy change is not supported by the motorcycling community, 
including the American Motorcyclist Association that represents the interests of the millions of 
motorcycle enthusiasts in the country. Why do you seek to modify a program intended to focus 
on education, awareness and training by diluting the Motorcyclist Safety Grant program to 
include protective equipment promotion that does nothing to prevent crashes? 

Answer. In 2009, 4,462 motorcyclists were killed in crashes, a decrease from 2008, but still 
more than double the number of fatalities in 1997, the year of lowest fatalities recorded in the 
United States. Until the reduction from the 2008 level in 2009, motorcycle fatalities had 
increased in the United States for 1 1 consecutive years. To address this growing problem, 
comprehensive motorcycle safety programs focusing on both preventing crashes and protecting 
riders from crash injuries are needed. NHTSA’s comprehensive motorcycle safety programs 
include efforts to reduce alcohol-involved crashes, increase proper licensure, increase use of 
DOT-certified helmets and other protective equipment, increase participation in rider training, 
and improve motorist awareness of motorcycles. Increasing the use of helmets that are 
compliant with the Federal Motor Vehicle Safety Standards is the most effective step that can be 
taken to reduce fatalities and injuries from motorcycle crashes. This approach is consistent with 
the strategy, which has led to substantial reductions in the passenger car fatality rate. 

To date, $30 million has been provided to States under the Section 2010 grant program for 
the exclusive support of rider training and motorists’ awareness programs. The proposed 
changes to the Motorcyclist Safety Grant would provide States additional flexibility by allowing 
States to use grant funds for a variety of strategies and countermeasures to reduce their 
motorcycle crashes and fatalities based on the crash problems in that State. It would allow States 
to employ strategies to prevent crashes, such as reducing the incidence of drinking and riding or 
riding without a motorcycle license, and strategies to reduce injuries in the event a crash occurs. 
This approach would allow States to establish comprehensive programs and support efforts that 
are most relevant to each State’s motorcycle safety problems and most effective in reducing 
motorcycle crashes and related injuries and deaths. 
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Question 12. What other funding sources do you have available for motorcycle safety? If 
other sources are available, is the promotion of helmet use an eligible activity under these 
programs? 

Answer. Under the Section 402 grant program. States must analyze their safety problems 
and include in their annual highway safety plan strategies that address their identified problems. 
States may use Section 402 and Section 406 grant funds to address eligible behavioral activities 
identified in their plans, including motorcycle safety programs such as rider training, operator 
licensing, motorist’s awareness, and programs to reduce impaired riding and increase helmet use. 


Question 1 3. The National Agenda for Motorcycle Safety (NAMS) recommends a study be 
done on motorcycle conspicuity. Has that study been done? If so, when will the results of that 
study be available to the public? 

Answer. NHTSA has conducted a number of studies of conspicuity, and we plan to publish 
the results of these studies later this summer. 


Question 14. Under the current system of dedicating federal transportation funding, 
resources are sent to state departments of transportation. I have heard from several 
municipalities, particularly in more rural parts of my district, that these resources are then 
consumed entirely for maintenance of state-controlled infrastructure. Therefore, federal 
resources are not benefitting small construction projects at the local level. This 
disproportionately benefits larger cities at the expense of local projects, which would often 
benefit the larger state system. 

For example, The City of Belton, Texas, is in the process of designing and constructing an 
overpass that will connect two state highways, currently maintained by TxDOT. This project 
will alleviate congestion along one, smaller state highway by moving traffic to West Loop 121 
and produce 50 jobs. It has been endorsed by TxDOT, the regional MPO, local transit agencies, 
county officials and community organizations. Due to the lack of available federal resources, the 
cost of this project has increased from $ 1 .5 million to $4 million. Long-term, this project will 
expedite emergency response time for first responders, facilitate downtown development in 
Belton (the Bell County seat), and increase access to a regional university 

How is the U.S. Department of Transportation and the FHWA working to ensure that federal 
funding will be available to municipalities and counties for smaller transportation infrastructure 
construction, including overpasses and reconstruction of existing roads? Specifically, what 
options are available to municipalities seeking federal resources for construction projects costing 
$5 million? 

Answer. By law, the Federal-aid Highway Program is a federally assisted. State- 
administered program and most funds are distributed to the States by statutory formula. Local 
governments with responsibility for roads eligible for assistance through the programs need to 
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work through the State Department of Transportation to have their projects funded with formula 
funds. It should be noted that some funds are targeted specifically at areas like those you 
mentioned. Under the Surface Transportation Program (a formula program), a portion of the 
funds are reserved for use in areas with a population under 200,000 and a subset of those funds is 
reserved for rural areas. Under the Highway Bridge Program, a portion of the funds are reserved 
for bridges not on Federal-aid highways. Most of such bridges are owned by local governments. 
There are also opportunities for local governments to apply for discretionary grants. The Federal 
Highway Administration’s Transportation, Community and System Preservation Program and 
the National Infrastructure Investments Program (commonly referred to as TIGER) both offer 
opportunities to local governments. 


Question 15. Would DOT and FHWA support legislative language directing recipients of 
federal transportation funding (state DOT) to utilize a portion of that funding for rural 
construction projects, particularly as they alleviate congestion on existing roads? 

Answer. DOT supports the investment of surface transportation funds in a manner consistent 
with National interests and that effectively address performance goals. The Department believes 
in a more robust planning process with a focus on performance and a greater role for rural 
planning organizations in statewide and non-metropolitan planning. This should assist in 
selecting the right projects regardless of who owns the roads. 


Question 16. What office should my constituents contact to identify and pursue federal 
resources for critical infrastructure projects? 

Answer. Generally your constituents should work through the State Department of 
Transportation. In an effort to ensure that they have an opportunity to apply for fiscal year 201 1 
discretionary grants, we have already provided information on grant opportunities directly to 
your office prior to addressing this question for the record. 


Question 1 7. What is DOT’S reasoning behind creating a Transportation Trust Fund that 
includes not only highways and transit, but rail, aviation, port and maritime project eligibility as 
well? 

Answer. The intent of this proposal is to provide funding sources for the full range of surface 
transportation projects that can contribute to meeting our strategic goals. Rail, port, and 
maritime projects play an important role in achieving our strategic goals. The Transportation 
Trust Fund would have four separate accounts, for (1) highways, (2) transit, (3) intercity 
passenger rail, and (4) the National Infrastructure Bank. The exiting revenues of the Highway 
Trust Fnd would continue to fund highway and transit accounts. These existing accounts, as well 
as the intercity passenger rail and National Infrastructure Bank accounts, would also receive 
funding from new revenue sources to be determined by Congress. 

The intercity passenger rail account would allow the continued development of the intercity 
passenger rail program, which is critical to achieving our strategic goals of economic 
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competitiveness, safety, enviromnental sustainability, and livability. The National Infrastructure 
Bank account would fund grants and loans for a wide range of projects in all transportation 
modes. This would include some modes that have no current source of federal funding, as well 
as modes like highways, transit, and aviation that already have federal funding sources. The 
National Infrastructure Bank would focus on funding projects that have national and regional 
economic benefits that are not likely to be funded from the existing funding sources. It thus 
supplements the existing funding sources for highway, transit, and aviation projects, as well as 
creating eligibility for rail and port projects that can contribute to achieving our national 
transportation goals. 


Question 18. Without a dedicated source of funding for these projects, won’t the funding for 
highways and transit be diluted? 

Answer. The highway and transit accounts in the Transportation Trust Fund would continue 
to be funded from their existing revenue sources. The new accounts for intercity passenger rail 
and the National Infrastructure Bank would be funded from new revenue sources, so they would 
not dilute funding for highways and transit. In addition, the existing revenue from the Highway 
and Transit Accounts would be supplemented with a portion of the new revenue sources. 


Question 19. How do you plan to ensure that money from highway users does not get 
diverted to these new programs? 

Answer. The Transportation Trust Fund creates separate accounts for the intercity passenger 
rail and National Infrastructure Bank programs, and these new accounts will be funded with new 
revenue sources. 


Question 20. How has the Administration's high-speed rail strategy focused on the business 
traveler? Has the Department quantified a benefit to the business traveler? 

Answer. A cornerstone of the Administration’s high-speed rail strategy is creating frequent, 
reliable, high-quality service that is attractive to business travelers, which in turn will increase 
private sector productivity for the U.S. economy. 

Federal Railroad Administration research shows that business travelers are more frequent 
users of high-speed rail compared to non-business travelers — if given the option, business 
customers shift to fast, reliable high-speed rail travel from air and roadways. Frequent, reliable, 
high-quality rail service is likely to capture over 40 percent of all business travel for trips as short 
as 200 miles. For trips of up to 600 miles, it is estimated that more than 20 percent of business 
travelers will choose rail. A significant share of Los Angeles basin to Bay Area ridership on 
California High Speed Rail’s Phase 1 will be business travelers who would otherwise fly. In 
contrast to business travelers, personal travelers choose rail approximately 20 percent of the time 
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for trips between 200 miles and 500 miles long. In addition, solo travelers or two people 
traveling together are more likely to choose rail than larger groups when auto travel is the 
primary alternative. 

In existing corridors, FRA is focusing capital investments on raising on-time performance, 
increasing frequency, reducing travel times, and providing business friendly amenities. For 
example, these investments will raise on-time performance from 60 percent to 85 percent or 
better for the Seattle-Portland, Chicago-St Louis, Chicago-Detroit, and Charlotte-Raleigh routes. 
Some corridors will have service that is more frequent — six round trips per day between Seattle 
and Portland, rather than the current four round trips; four round trips per day between Charlotte 
and Raleigh, rather than the current two round trips. In addition, federal investment will shorten 
trips between Chicago and St. Louis by 57 minutes; Chicago to Detroit trips will be 30 minutes 
shorter. Moreover, new equipment with business-friendly amenities, including free wireless 
internet service, continuous service electrical outlets at every seat, and facing seats with meeting 
tables, is being acquired for California, North Carolina, Midwest, and Pacific Northwest 
services. 

Furthermore, increased reliability and shorter trip times are the federal investment focus on 
the Northeast Corridor. Federal funds will remove a bottleneck in Queens, New York, renew 
electrification systems and catenary in New Jersey, and improve capacity improvements 
throughout the corridor. Amtrak has demonstrated that even small trip time savings or on-time 
performance improvements have ridership and revenue benefits — ^these projects will achieve 
both types of benefits. 


Question 21. According to the Department of Commerce, the travel and tourism sector — 
transportation, lodging, entertainment, meals and associated products used during journeys for 
business and pleasure — -is a significant component of the U.S. and world economy. (Eric S. 
Griffith and Steven L. Zemanek, U.S. Department of Commerce, Bureau of Economic Affairs, 
“U.S. Travel and Tourism Sateilite Accounts for 2005-2008,” Survey of Current Business, June 
2009). In the United States, about 8. 1 million Americans now work in what Commerce has 
defined as travel- and tourism-related businesses, including restaurants, hotels, and the airlines. 
And, business travel accounts for more than one-third of the U.S. domestic market. However, in 
the administration's "Vision for High Speed Rail in America," business travel is not mentioned 
once. So, what does HSR mean to the business traveler? 

Answer. Once it meets the Administration’s goal of frequent, reliable, and quality service, 
high-speed passenger rail will be a valuable travel option for business travelers especially in 
terms of productivity and quality of life. Many of today’s typical 100-mile to 600-mile business 
trips pass through multiple congested urban roadways, airports, or air space. High-speed 
passenger rail will help ease this congestion and will provide an efficient alternative for 1 00-mile 
to 600-mile trips. Modem high-speed passenger rail systems can operate at lower cost than 
today’s conventional rail service (as little as half the cost per passenger-mile) with better on-time 
performance, frequency, and amenities. Such service puts many businesses within fast and 
reliable reach of each other, thereby increasing regional economic productivity, and improving 
work-life balance. Marketing plans, schedules, fares, equipment, and on-board services that 
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specifically reflect the needs and desires of business travelers, coupled with similar analysis of 
leisure travelers, will maximize total traffic, fare yields, net revenues, and public benefits. 


Question 22. Mr. Secretary, you have proposed a budget of nearly $1 19 million just for 
salaries and expenses in the Office of the Secretary, more than a 20% increase over FY2009 
(98.24 million). When we are struggling to control spending and doing more with less, how can 
you justify such a significant increase for purely administrative expenses? 

Answer. Of the increase from FY 2009 to FY 2012, 3 percent is for inflation increases; 5 
percent is due to pay changes (e.g., 2009 and 2010 pay raises); 6 percent is for rent increases; 9 
percent is for working capital fund increases; 37 percent is for a government-wide acquisition 
workforce development initiative; and 40 percent is for new program initiatives and FTEs (e.g., 
cyber security enhancements, transportation reconstruction assistance for Iraq and Afghanistan, 
environmental sustainability initiatives, and funding associated with an approved reprogramming 
request for the executive protection detail). 


Question 23. Mr. Secretary, at a Senate hearing on the proposed transportation budget, you 
were asked what can be done to give States the opportunity to obtain a waiver from the weight 
limits on the Interstate System. Thirty-one States have some form of waiver, but all other States 
are barred from getting any relief. You responded that giving the Secretary the opportunity to 
look at specific waivers is not a bad idea and that Congress could certainly do so as part of a 
reauthorization bill. Can you elaborate on this and will this be part of the Administration’s 
reauthorization proposal? 

Answer. There are no ‘waivers’ from Federal weight limits on the Interstate System. When 
different pieces of Federal legislation were passed. States that had in place existing weight limits 
were allowed by Congress to retain the authority to allow those weights on the Interstate System; 
these are what are commonly referred to as ‘grandfathered provisions.’ Most, but not all, of 
these grandfathered provisions require the States to continue to issue permits so that the State 
maintains control over the oversize or overweight vehicles operating on the Interstate System. 
Our ideas for the future of surface transportation do not include any revision to Interstate System 
truck weight limits. 


Question 24. Will you commit to working with Congress to achieve reasonable increases in 
truck size and weight? 

Answer. The Department of Transportation is always ready to work with the Congress to 
improve transportation. However in doing so, we must remain mindful of public safety and the 
impact of heavier trucks on the Nation’s bridge and highway infrastructure. 
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Question 25. FMCSA’s budget has more than doubled in the past 10 years, and you are now 
asking for another $2 billion, or 70% more over the next 6 years for FMCSA as part of your 
reauthorization proposal. When the industry’s safety record is the best it has ever been, and at a 
time when government spending is out of control, why should Congress consider such a 
significant increase? 

Answer. It is true that in the 1 0 years since FMCSA was established, our budget has 
doubled. These funds have directly contributed to the impressive motor carrier safety 
accomplishments within the past decade. Fatalities from large truck or bus crashes have dropped 
for three years in a row, a decline of 1 5 percent from 2006 to 2008. Safety improvements have 
been realized not only in terms of fatal crashes, but also in injury crashes. In 2008, 1 13,000 
people were injured in crashes involving large trucks and buses, the lowest number of persons 
injured in these crashes since 1988, the first year of injury crash data collection. 

Despite these accomplishments, total miles traveled by all vehicles has grown significantly 
over the past 10 years, most significantly for large trucks and buses - there has been a 16 percent 
increase in miles traveled by these vehicles from 1998 to 2008. In addition, the number of large 
trucks and buses registered has increased 17 percent over this time period. This has a direct 
impact on FMCSA’s workload and requires additional inspectors to conduct additional 
inspections and safety reviews. As the nation’s economy continues to improve, there is the 
potential for increased discretionary driving, which may introduce higher risk of injuries and 
fatalities involving commercial motor vehicles on our roadways. While commercial motor 
vehicle transportation is at its safest, there are still more than 3,61 9 deaths and 60,000 injuries 
each year as a result of large truck and bus crashes. These data still represent a significant 
financial and emotional drain on our economy and society that can be addressed with additional 
investment. 

FMCSA needs to do more, and the public rightly expects that the Agency do more. The 
Agency needs to step up its efforts to better target high risk motor carriers and motorcoaches for 
early intervention and achieve improved levels of compliance with Federal safety and hazardous 
materials regulations. FMCSA’s funding request support’s the Agency’s strategic goals of 
raising the bar to entry into the commercial motor vehicle industry; requiring operators to 
maintain safety standards; and removing high risk carriers, motorcoaches, and drivers from the 
industry. 


Question 26. How can you call the Infrastructure Bank a Bank if it is going to give out 
grants as well as loans? 

Answer. The National Infrastructure Bank (I-Bank) will be a new entity within the 
Department of Transportation. I-Bank investments will be issued in the form of grants, loans, or 
a blend of both. Investments will target transportation and transportation-related projects that 
provide a significant economic benefit to the Nation or a region. Although the I-Bank would 
issue grants as part of its overall investment portfolio unlike a traditional bank, the TBank will 
base all its investment decisions on clear analytical measures of value-for-cost and level of non- 
Federal co-investment, competing projects against each other to determine which will produce 
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Wednesday, March 30, 2011. 

FEDERAL HIGHWAY ADMINISTRATION 
WITNESS 

VICTOR M. MENDEZ, ADMINISTRATOR 

Mr. Latham. I apologize for being a little bit delayed here. We 
just had some votes on the floor. 

But I want to welcome the administrator and thank you for com- 
ing to the subcommittee and for your testimony. You have had a 
busy year administering the American Recovery and Reinvestment 
Act, and I appreciate your efforts to speed project delivery time. 

Yesterday, we had Secretary LaHood before the subcommittee to 
discuss the proposed fiscal year 2012 DOT budget, and we had 
some dialogue about what I call the pie-in-the-sky changes that 
DOT has proposed. Secretary LaHood had some things to say about 
that but actually offered up very little detail about the budget. But 
we won’t belabor that, I guess, today. 

We are all aware of the state of the Highway Trust Fund. The 
Congressional Budget Office is predicting insolvency by the end of 
fiscal year 2012. In this fiscal climate, I don’t think Congress is in 
the mood to transfer billions of dollars out of the general fund as 
we have in the past. We really need to hear some ideas from you 
today about how we are going to fix the problem. 

Mr. Administrator, safety on our Nation’s roads has been a long 
priority for your department, and I am pleased that you and the 
Secretary continue to focus on this issue of national importance. 
Keeping our roads and bridges in a state of good repair is an essen- 
tial part of your job. 

And I am also happy to see you propose consolidating some of the 
numerous programs within the Federal-Aid Highway Program, but, 
as we all know, the devil is in the details. It is going to be a chal- 
lenge to seriously consider the DOT’s budget without knowing how 
you are going to operate these programs. 

For instance, I remain concerned that the Livability Initiative 
may be draining scarce resources from needed safety and mainte- 
nance programs. I hope that you will work with the committee to 
find cost savings in some of your programs to reinvest so safety re- 
mains the top priority. 

I also notice that your budget request focuses a bit more on per- 
formance-based programs and flexibility than in the years past. I 
would like to hear a bit more about how you will be measuring 
State performance and, as it would logically follow, how you antici- 
pate penalizing States that are not meeting your standards. 

Again, thank you for your continued work. I believe we all will 
have many questions for you, so I will yield to our ranking mem- 
ber, Mr. Olver. 
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Mr. Olver. Thank you. Thank you, Mr. Chairman. 

Mr. Administrator, it is a pleasure to have you here to speak 
with us today. 

The Federal Highway Administration’s $70-plus billion fiscal 
year 2012 budget request refiects an understanding that an ambi- 
tious investment in our transportation infrastructure is needed to 
maintain our economic competitiveness in the global marketplace. 

Yesterday, during his testimony. Secretary LaHood stated that 
the Eisenhower Interstate Highway System is a model for the 
world and that we must maintain this system as we expand our 
transportation options. I fully agree with his statement that the 
highway system is a backbone of our economy. Unfortunately, it is 
well-documented there is an annual investment gap of $27 billion 
to maintain our current system of highways and bridges in a state 
of good repair — that goes considerably beyond just the interstate 
system, of course — and an annual gap of $96 billion to expand the 
system to meet the needs of a population that grows by nearly 10 
percent every decade. 

In addition, there was a good discussion at yesterday’s hearing, 
with most members of this subcommittee agreeing — I may be tak- 
ing license there — that the funding levels provided in SAFETEA- 
LU were wholly inadequate in 2005 and certainly would not meet 
current needs. 

Most observers understand that every dollar of maintenance de- 
ferred this year will catch up to the next generation in the form 
of deteriorating highways and bridges and transit systems and 
less-safe highways and bridges and transit systems, as well as an 
economy choked by congestion. 

Furthermore, the question of how we fund a robust highway pro- 
gram came up again and again, but few specific solutions were of- 
fered. The simple truth is that, while we can debate the pros and 
cons of various revenue methods and models, we need to at least 
agree that a revenue increase is needed to maintain a viable trans- 
portation system. This will require tough political votes, with co- 
operation across the aisles and between legislative bodies. But I am 
committed to working with my colleagues to see such a robust in- 
frastructure program enacted. 

Mr. Chairman, I yield back. 

Mr. Latham. All right. I thank the gentleman. 

Mr. Administrator, welcome once again. Your written testimony 
will be part of the record, but if you want to summarize, we would 
appreciate that. Thank you. 

Mr. Mendez. Good afternoon, Mr. Chairman and Ranking Mem- 
ber Olver. Thank you for giving me this opportunity to appear be- 
fore you today to discuss the Federal Highway Administration’s fis- 
cal year 2012 budget request. 

The President’s request for FHWA in fiscal year 2012 represents 
a new paradigm in funding our Nation’s highways. It includes 
$42.8 billion for a restructured Federal-Aid Highway Program and 
$27.7 billion in up-front funding to invest in critical highway infra- 
structure and to continue creating jobs that will help repair our 
aging roads and bridges. 

This request represents the first year of the administration’s re- 
authorization proposal, which would provide $336 billion for high- 
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way programs from fiscal year 2012 through 2017. Most signifi- 
cantly, this proposal reflects a 48 percent increase in funding for 
road and bridge improvements and construction. 

If we look at some of the details in the proposal, we see its true 
promise. Almost 60 percent is dedicated toward improving the con- 
dition and performance of an enhanced National Highway System, 
one that would carry 55 percent of all traffic and 97 percent of all 
truck-borne freight. Through 2017, the proposal would enable 
States to reduce the backlog of bridge repairs, rehabilitations, and 
replacements to almost one-half of its 2006 levels. And, by 2017, al- 
most 70 percent of the miles traveled on the National Highway 
System would take place on pavement with good ride quality. 

The proposal would simplify the highway program structure, con- 
solidating more than 55 programs down to 5 core programs. And 
it will establish a performance-based highway program in the crit- 
ical areas of safety and state of good repair. 

A revamped performance-based Highway Safety Improvement 
Program is the first of the five core programs. The President’s 
budget proposal will almost double the Federal investment in infra- 
structure safety programs to reduce fatalities and serious injuries 
on all the public roads. 

The new National Highway Program will target investments to 
maintain a state of good repair on roads critical to the national in- 
terest, while also providing States flexibility to make transpor- 
tation investment decisions on the larger system of Federal-aid eli- 
gible highways. 

FHWA’s third core program. Livable Communities, will help com- 
munities increase transportation choices and access to transpor- 
tation services, improve quality of life in both rural and urban 
areas, and improve air quality as well. 

The new Federal Allocation Program consolidates several exist- 
ing programs with inherently Federal responsibilities into one pro- 
gram with components focused on improving access to Federal 
lands, improving access to and within tribal lands. Emergency Re- 
lief, and Workforce Development. 

FHWA’s fifth core program is a nationally-coordinated Research, 
Technology, and Education program that will accelerate innovation 
delivery and technology implementation. 

In addition to the five core programs, the 2012 budget includes 
the establishment of a Surface Transportation Revenue Alter- 
natives Office to evaluate a range of revenue-generation options for 
the future. 

Our request also includes a Transportation Leadership Awards 
program to provide competitive grants to strengthen collaboration 
among different levels of government; allocate funding to projects 
based on performance and outcomes; and encourage the develop- 
ment of a multimodal transportation system focused on connecting 
people to opportunities and goods to market. 

As President Obama has indicated, maintaining and improving 
our infrastructure is at the heart of our effort to “win the future.” 
His budget reinforces that vision with a bold roadmap to invest in 
the 21st century. The investments proposed for FHWA in 2012 will 
support thousands of jobs, make roads safer and our communities 
more livable, and lay a foundation for future economic growth. 
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I look forward to working with all of you and other Members of 
Congress in the weeks and months ahead to ensure that the pro- 
posal moves forward with success. 

Mr. Chairman, thank you very much for inviting me, and I will 
be happy to answer any questions. 

[The information follows:] 
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Chairman Latham, Ranking Member Olver, and Members of the Subcommittee, thank you for 
the opportunity to appear before you today to discuss the Federal Highway Administration’s 
(FHWA) fiscal year (FY) 2012 budget request. The President is requc.sting $129 billion for 
Transportation in FY 2012, of which approximately $70 billion represents the funding request 
for FHWA. The President's FY 2012 request for the Department of Transportation (DOT) 
includes the first year of a bold new six-year $556 billion reauthorization proposal that 
transforms the way we manage surface transportation for the future. I will focus specifically on 
the FHWA portion of the budget request. 

America is at a transportation crossroads. To compete for the jobs and industries of the future, 
we must out-innovate and out-build the rest of the world. That is why President Obama called 
on the nation to repair our existing roadways, bridges, railways, and runways and to build new 
transportation systems that will safely and efficiently move people and goods. 

REAUTHORIZATION GOALS 

The Administration’s Surface Transportation Reauthorization proposal is designed to accomplish 
precisely this, and it is the centerpiece of the President’s FY 2012 budget. The reauthorization 
proposal and FHWA’s FY 2012 budget request focus on four broad goals: building for the 
future, spurring innovation, ensuring safety, and reforming government and exercising 
responsibility. 


Building for the Future 

America’s aging roads and bridges mu.st be addressed. For too long we have put off the 
improvements needed to keep pace with today’s transportation needs. By 2050, the United 
States will be home to 100 million additional people — the equivalent of another California, 
Texas, New York, and Florida. If we settle for the status quo, our next generation of 
entrepreneurs will find America’s arteries of commerce impassably clogged and our families and 
neighbors will fight paralyzing congestion. One way the Administration’s propo.sal addresses 
this challenge is by focusing on rebuilding America’s roads and bridges. Increased highway 
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funding will expand access to jobs, education, and health care in the short term and lay the 
foundation for our nation’s future economic grow'th. 

Spurring Innovation 

The Administration’s Surface Transportation Authorization proposal acknowledges the 
important role that innovation and modem business tools play in putting our transportation 
dollars to work wisely. We can no longer afford to continue operating our systems the same way 
we did 50 years ago, with outdated processes and financial tools that were made for yesterday’s 
economy. Our propo,sal and the President’s FY 2012 request respond to this challenge in several 
ways. 

The proposal will accelerate and improve project delivery for Federal-Aid projects while 
enhancing environmental stewardship. It will include provisions to improve project delivery in 
the areas of environmental review, permitting, integrating transportation planning and 
environmental review of transportation projects, and efficiencies in contracting. Many of these 
proposals build on SAFETEA-LU provisions and expand on efforts being implemented under an 
initiative I launched called Every Day Counts (EDC) to shorten project delivery time and to 
speed the deployment of new and proven technologies into the marketplace. 

Every Day Counts is an innovation initiative that presents new technologies, new ideas and new 
ways of thinking. Ultimately, it provides the transportation community with a better, faster, and 
smarter way of doing business. EDC is about taking a select number of effective, proven 
processes and market-ready technologies and getting them info widespread use. Both can have a 
direct impact on shortening project delivery and cost avoidance. These new and innovative tools 
will help us to better meet the transportation needs of America’s small towns and rural 
communities. 

Recognizing that competition often drives innovation, the Administration’s proposal and the 
President’s FY 2012 budget also include a $32 billion competitive grant program called 
Transportation Leadership Awards. This program’s goal is to reward States and local 
governments that demonstrate transformational policy solutions. Examples include the use of 
innovative multimodal planning and funding methods, pricing and revenue options, land use 
guidelines, environmental stew'ardship measures, economic development strategies, innovation 
in project delivery, and deployment of technology — just to name a few possibilities. 

Ensuring Safety 

Keeping travelers on our transportation systems safe is Secretary La.Hood's top priority. That is 
why the Department of Transportation is undertaking various strategies in a number of focus 
areas, including safer highway infrastructure, safer driver behavior, and safer vehicles to reduce 
the number of highway fatalities. FHWA works closely with our DOT partners. State and local 
governments, and other partners to ensure the safety of the infrastructure upon which all vehicles 
and users operate. 
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Tlie Administration’s Surface Transportation Reauthorization proposal almost doubles the 
investment in highway safety, providing $17.5 billion over six years to FHWA safety programs 
that fund long-lasting safety infrastructure countermeasures. It will also provide $330 million for 
the ongoing campaign against America’s distracted driving epidemic, commit $7 billion to 
promote seatbelt use, get drunk drivers off the road, and ensure that traffic fatality numbers 
continue falling from current historic lows. 

Reforming Government and Exercising Responsibility 

As we move forward together to plan for America’s transportation needs, we must also keep in 
mind the responsibility we all share for using taxpayer dollars wisely. The Administration’s 
Surface Transportation Reauthorization Proposal will cut waste, inefficiency, and bureaucracy so 
that projects can move forward quickly, while still protecting public safety and the environment. 

Our proposal consolidates and streamlines our current FHWA programs in a major way. As a 
result of these changes, we expect to shorten project delivery and accelerate the deployment of 
new technologies. 

The proposal also contains several performance management features. The plan is to transition 
to a performance-based highway program in incremental stages in the areas safety and state of 
good repair where there is consensus on definitions and the data is currently available. We will 
work with owners and .stakeholders to reach agreement on performance mcasure.s in other 
strategic goal areas so that we ensure success at the State and local levels. In the safety area, 
statewide Strategic Highway Safety Plans will guide decisions on what strategies can be most 
effective in reducing fatalities and serious injuries. Based on these data-driven decisions, States 
will establish and implement highway safety programs to address the identified problems — 
optimizing the use of funds to save lives. On the infrastructure side, provisions will ensure that 
States invest their funding in highway infrastructure and operations to achieve targeted 
performance results leading to improved National Highway System condition and performance. 
With a focus on performance management, the proposed budget will provide the resources 
necessary for State, local, tribal, and other Federal transportation agencies to improve the safety, 
condition and performance of their highway and roadway system, in ways that protect the 
environment, provide user access and choices, and take advantage of advances in technology and 
innovation. 

The Administration’s Surface Transportation Reauthorization proposal also include.s important 
reforms that change the way we manage our transportation spending. Consi.stent with the 
recommendations of the Fiscal Commission, for the first time, the Budget proposes to subject 
surface transportation spending to “PAYGO” provisions to make certain that spending does not 
exceed dedicated revenue. This approach is designed to ensure that our surface transportation 
program is paid for fully without increasing the deficit. The proposal will also expand the 
current Highway Trust Fund into a new Transportation Trust Fund with four accounts — one for 
highways, one for transit, one for high-speed passenger rail, and one for the National 
Infrastructure Bank. 
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FEDERAL HIGHWAY ADMINISTRATION FY2012 BUDGET OVERVIEW 

The President’s budget request for FHWA in FY 2012 represents a new paradigm in funding our 
nation’s highways, including $42.8 billion fora restructured Federal-aid highway program and 
$27.7 billion in “Up-Front” funding that is designed to jump-start job creation while laying the 
foundation for future prosperity. This Up-Front funding includes: 

• $25 billion to fund investment in critical highway infrastructure on the enhanced National 
Highway System; 

• $2.2 billion to fund significant improvements at land port-of-entry (LPOF.) facilities, 
which link directly to the transportation infrastructure at border crossing locations; and 

• $450 million to fund the growing demand for highway credit assistance through the 
Transportation Infrastructure Finance and Innovation Act (TIFIA) program. 

The Administration’s six-year Surface Transportation Reauthorization proposal would provide 
$336 billion from FY 2012 to 2017 for highway programs. Most significantly, this proposal 
reflects a 48 percent increase in funding for road and bridge improvements and construction from 
the $227 billion authorized in SAFETEA-LU. Taken together, these investments will modernize 
our highway system while creating jobs, simplify the highway program’s structure, and establish 
a performance-based program in the critical areas of safety and state of good repair. 

If we look at some of the details in FHWA's budget request, we see its true promise. Almost 60 
percent of the budget request is dedicated toward improving the condition and performance of an 
enhanced National Highway System, one that would carry 55 percent of all traffic and 97 percent 
of all truck-borne freight. In addition, through 2017, the proposal would enable States to reduce 
the backlog of cost-beneficial bridge repairs, rehabilitations, and replacements to almost one-half 
of its 2006 level. And, it would mean that by 2017, almost 70 percent of the miles traveled on 
the National Highway System would take place on pavement with good ride quality. 

Built on past successes, the new structure strives to enhance the safety, condition, efficiency, and 
livability of our nation’s highway system. The proposal consolidates more than 55 programs, 
each with their own emphasis and eligibility requirements, and increases the flexibility to invest 
the funds. The new Federal-aid highway program includes five core programs: Highway Safety 
Improvement Program; National Highway Program; Livable Communities Program; Federal 
Allocation Program; and Research, Technology, and Education Program. 

Highway Safety Improvement Program 

The revamped performance-based Highway Safety Improvement Program (HSIP) ($2,5 billion) 
almost doubles the Federal investment in infrastructure safety programs to reduce fatalities and 
serious injuries on all public roads. This data-driven program will provide $2.2 billion for 
infrastructure-oriented safety improvement projects, with the flexibility to use up to 25 percent of 
funds for education, enforcement and emergency medical services investments if needed to 
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address specific safety problems in the State. The program also features funding for rural road 
safety, as well as a new $293 million Highway Safety Data improvement Program designed to 
focus on collection of more complete and accurate roadway inventory data, use of data to 
identify problems, and use of analytical tools and processes to identify and prioritize safety 
treatments. The program continues the requirement that each State develop a Strategic Highway 
Safety Plan that will address how all available funds (Federal, State, and local) will be used to 
achieve safety performance targets. States will also be required to develop an annual 
implementation plan describing how the HSIP funds will be used to achieve the State’s 
performance targets. 

National Highway Program 

The new performance-based National Highw'ay Program ($32.4 billion) targets investment to 
maintain a state of good repair on roads critical to the national interest while also providing 
flexibility to the States for making transportation investment decisions on the larger system of 
Federal-aid eligible highways. The National Highway Program funds investments targeted at 
reducing traffic congestion and making freight movement more efficient, which supports DOT’S 
economic competitiveness strategic goal and the Administration’s National Export Initiative. 

The proposal streamlines and consolidates portions of several existing programs including 
Interstate Maintenance, National Highway System, Highway Bridge, and the Surface 
Transportation Program into two new subprograms; 

• Highway Infrastructure Performance Program — A $16.75 billion formula-based program 
designed to improve the infrastructure condition and performance on an expanded 
National Highway System. This 220,000-mile network includes the Interstate System, all 
principal arterials, intermodal connectors, and other roads important to mobility, 
commerce, national defense, and intermodal connectivity. The enhanced system is an 
objectively defined network of national interest that will operate as a cohesive highway 
system to support interstate commerce and economic competitiveness. 

• Flexible Investment Program — A $1 5.6 billion formula-based program that provides 
flexibility to the States and local governments to invest in infrastructure preservation, 
conge.stion mitigation, or performance improvement projects on the 995,000 miles of 
Federal-aid eligible highways. 

Livable Communities Program 

The new Livable Communities Program ($4.1 billion) establishes place-based planning, policies, 
and investments to help communities increase transportation choices and access to tran.sportation 
services. This program will fund transportation projects that improve quality of life in both rural 
and urban areas, provide users with enhanced transportation choices, and improve air quality in 
large metropolitan areas. The program continues activities eligible under several current 
programs and consolidates them under one program consisting of three components: 
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• Livable Communities Program — A new $3.4 billion formula-based program to enable 
recipients to deliver transportation projects for rural and urban areas that benefit quality 
of life. 

• Investments for Livable Communities Grant Program — A new $500 million discretionary 
grant program to promote innovative, multi-modal, and multi-jurisdictional highway 
projects, 

• Livability Capacity Building Grant Program — Continues the $200 million discretionary 
grants program requested in the FY 201 1 Budget to support livability-related capacity 
building across the country. 

Federal Allocation Program 

The new Federal Allocation Program ($1.4 billion) consolidates several existing programs with 
inherently Federal responsibilities into one program with five components; 

• Federal Lands Transportation Program — $430 million for projects that improve access 
within the Federal estate (national forests, national parks, national wildlife refuges, 
national recreation areas, and other Federal public lands) using a performance 
management program model on infrastructure owned by the Federal government. 

• Federal Lands Access Program — SI 77 million for projects that improve access to 
national forests, national parks, national wildlife refuges, national recreation areas, and 
other Federal public lands. 

• Tribal Transportation Program — $600 million for projects that improve access to and 
within Tribal lands using a performance management program model. 

• Emergency Relief Program — $100 million for States for the repair and reconstruction of 
Federal-aid highways and roads on Federal lands following a disaster. 

• Workforce Development — $50 million for the On-thc-Job Training/Support Services 
program to support State training programs and the Disadvantaged Business 
Enterprise/Supportive Services program to develop, conduct, and administer training and 
assistance programs to increase the proficiency of minority businesses to compete, on an 
equal basis, for contracts and subcontracts. 

Research, Technology, and Education Program 

The Research, Technology, and Education (RT&E) Program ($641 million) provides for a 
comprehensive, nationally-coordinated research, technology, and education program that will 
advance DOT organizational goals, while accelerating innovation delivery and technology 
implementation. The proposal restructures existing FHWA research, development and 
technology activities into three parts; 
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• Highway Research & Development Program — $200 million for research activities 
associated with safety, infrastructure preservation, environmental mitigation and 
streamlining, operations, livability, innovative program delivery solutions, and policy. 

• Technology & Innovation Deployment Program — $144 million to address testing, 
evaluating, and accelerating the delivery and deployment of technologies. 

• Training & Education Program — $40 million to train the current and future transportation 
workforce, transferring knowledge quickly and effectively. 

In addition, the State Planning and Research program (SP&R) would continue, as a two percent 
take-down from three core programs (National Highway Program, HSIP, and Livable 
Communities), with 25 percent of the available funding directed to research purposes. 

Other Key Components of the FHWA Budget Proposal 

In addition to the Up-Front funding and the five core programs within the new Federal-aid 
highway program structure, the 20 1 2 budget includes a number of other key components. 

First, it includes $20 million to establish a Surface Transportation Revenue Alternatives Office. 
This office will evaluate a range of revenue-generation options with the potential to replace the 
petroleum-based system currently used to fund surface transportation programs. 

FHWA also requests $1.3 billion in FY 2012 to implement the Transportation Leadership 
Awards program. This competitive grant program will provide funding to State DOTs, tribal 
governments, and metropolitan planning organizations with ambitious yet achievable plans for 
implementing proven strategies to further the DOT strategic goals to strengthen collaboration 
among different levels of government: allocate funding to projects based on performance and 
outcomes; and encourage the development of a multimodal transportation system focused on 
connecting people to opportunities and goods to markets. 

To effectively oversee the program activities de.scribed above, FHWA will require ,$441 million 
in General Operating Expense funding for staff and other support costs. These resources are 
es.sential for FHWA to perform critical oversight functions and successfully implement the new 
programs proposed in the budget. 

CONCLUSION 

The FHWA FY 2012 budget request will simplify the highway program structure and establish a 
performance-based highway program in the critical areas of safety and state of good repair. In 
addition, the proposal will fund transportation projects that improve quality of life in both rural 
and urban areas, provide users with enhanced transportation choices, improve air quality in large 
metropolitan areas, and spur innovations that will shorten project delivery and accelerate the 
deployment of new technologies. 
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As President Obama has indicated, maintaining and improving our infrastructure is at the heart 
of our effort to "win the future." His budget reinforces that vision with a bold roadmap for 
investing in a 21“ century infrastructure. The investments proposed for FHWA in FY 2012 will 
support thousands of jobs, make our roads safer and our communities more livable, and lay a 
foundation for future economic growth. I look forward to working with you and other members 
of Congress in the weeks and months ahead to ensure the success of this request. 

Mr. Chairman, thank you for the opportunity to appear before you today. 1 would be happy to 
answer your questions. 

### 
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Mr. Latham. Thank you for your statement. 

As I mentioned earlier, the state of the Highway Trust Fund is 
perilous, to say the least. It appears the Appropriations Committee 
will finish our work before the authorizers have a chance to finish 
theirs. 

Given this, and keeping in mind the balance of the trust fund, 
what do you believe is a prudent level of funding for FHWA in 
2012 to ensure a stable Highway program at least through cal- 
endar year 2012? 

Mr. Mendez. As I mentioned in my opening remarks, our rec- 
ommendation for 2012 for FHWA, including all the core programs 
that I mentioned, totals up to about $70 Mllion. Within that, we 
do include an upfront investment of about $27.7 billion for the first 
year of the framework for a 6-year bill. 

Mr. Latham. So where do you get the money? 

Mr. Mendez. Our intent is to work closely, collaboratively with 
Congress to look to the future and see how we might be able to de- 
velop strategies to fund our request. 

Mr. Latham. Do you have any suggestions? 

Mr. Mendez. At this point in time, I do not. Our strategy would 
be to work closely with all of you, and try and find those strategies 
that will move us forward. 

Mr. Latham. I don’t know if you heard the Secretary’s testimony 
yesterday. Basically, he took any kind of gasoline tax increase off 
the table. As far as vehicle miles traveled, he took that off the table 
yesterday as well. What else is left? 

Mr. Mendez. There have been, as you are aware, over the years, 
a lot of discussions about how to fund transportation for the future. 
One of the strategies that we bring to the table is the creation of 
this Surface Transportation Revenue Alternatives Office to help us 
look at those issues. 

These are issues that we need to work collectively and collabo- 
ratively with stakeholders, and Congress of course, to help us get 
there, so we can invest in the future for America. 

Mr. Latham. You are requesting — $20 million for a Surface 
Transportation Revenue Alternatives Office that will focus on vehi- 
cle miles traveled, but the Secretary took that off the table yester- 
day. So what is the purpose of the $20 million if you have already 
said that you are not going to do what you are saying this office 
is for? 

Mr. Mendez. I didn’t listen in to the session, because the hearing 
room is not wired for that. But let me just say that what we want 
to do with that office is to, again, reach out to the stakeholders. We 
would create a policy group to run that office, to bring stakeholders 
to the table, and identify strategies that are out there, so we could 
collectively move forward in the future on those strategies that 
hopefully we can all agree to. 

Mr. Latham. I don’t know, shouldn’t someone have considered 
revenue before proposing the $556 billion reauthorization? How did 
you come up with the number if there are no dollars behind it? 

Mr. Mendez. What we have proposed — and, again, just to make 
sure we are on the same page, we requested $70 billion for fiscal 
year 2012. That framework lays out what we believe a reauthoriza- 
tion package would look like for the next 6 years. 
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Mr. Latham. Where is the detail? 

Mr. Mendez. We are working on reauthorization detail that 
hopefully we will be releasing sometime in the future. 

Mr. Latham. Do you have a date? 

Mr. Mendez. No, I do not, sir. 

Mr. Latham. Any idea, any guess? 

Mr. Mendez. I hesitate to guess. We are working on all the de- 
tails, and you will hear from us. 

Mr. Latham. So how do we proceed here writing an appropria- 
tions bill when we know we don’t have the money and, the reau- 
thorization is not going to be done by the time we have to write? 
We are expecting in June, I would hope, to be on the floor with this 
bill. 

What is a realistic, prudent level of funding for 2012, under- 
standing that we are not going to have a reauthorization? 

Mr. Mendez. Our recommendation today stands at $70 bil- 
lion — 

Mr. Latham. It is very frustrating to not get any answers yester- 
day or today. I don’t know if it is even necessary to continue here 
if we are not going to get any answers. 

I will yield to the ranking member. 

Mr. Olver. Let me try one thing here. Thank you, Mr. Chair- 
man. 

Mr. Mendez, you have said that the regular program is $27.5 bil- 
lion and then the additional program up front is — I think you used 
the term “another $27.5 billion.” And I am not exactly certain 
where we get from there to the $70 billion; I will have to look back 
over the sheets of paper that I have to see where that difference 
lies. I suppose — well, I guess it may be in transit and other things, 
because it is the whole surface transportation for $70 billion in the 
first year, I guess, something along those lines. 

But what will the known amount of money that we have already 
transferred from the general fund to be used for highway purposes 
and the number of dollars that are projected to come in from the 
gasoline tax, what does that support? Would that support for the 
year 2012 the $27.5 billion and the second upfront amount totally, 
or does that still leave a gap? 

Mr. Mendez. Let me take you through where we are today. Late 
last month, the Highway Trust Fund balance was about $19 bil- 
lion. And, as you alluded to, there have been infusions from the 
General Fund over the past 2 years of close to $35 billion. 

Given those revenues, the existing revenues from the gas tax, 
and given outlays at this point in time, and making projections, we 
estimate that the Highway Trust Fund can support the current 
program through the end of fiscal year 2012 and probably into the 
first quarter of 2013. 

That is where we stand today, given all of the projections. 

Mr. Olver. Well, if there is $35 billion left — but I don’t think 
there is $35 billion left. There is an expectation in the present fis- 
cal year of bringing in — is it $31 billion or $32 billion from the gas- 
oline tax? 

Mr. Mendez. I don’t have an exact number. 

Mr. Olver. Do we have enough left over from what had been 
provided out of the general fund to fund both of those? 
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I am just wondering whether there is enough money that has al- 
ready been transferred from the general fund to cover this kind of 
upfront portion, which you have given as $27 billion or there- 
abouts, and also the regular. 

We are trying to do 1 extra year of the program because, appar- 
ently, of a sense that the administration has that there is a great 
need for that additional money for that 1-year basis. That is what 
the upfront concept would be. 

Is there enough money, in your view, to cover both of those with- 
out going to additional revenues? That is what the discussion here 
has been about. 

Mr. Mendez. No. At this point in time, there is not. 

Mr. Olver. There is not. Okay. 

Mr. Mendez. There is enough to get us through the current pro- 
gram through the end of fiscal year 2012, early fiscal year 2013. 

Mr. Olver. All right. Well, let me go to a different thing then. 

We have had a lot of criticism — I am not sure whether it was my 
friend from Ohio who raised the matter in the first place or some- 
one else, but — that it takes far too long to complete projects. You 
hear tales of, from beginning to end, it taking 10 years in the tran- 
sit area and 13 years in the highway area from the beginning of 
planning until you can actually use the new facility that you have 
been working on so hard over time. 

I am surprised, though — I was really surprised at that. I thought 
it was probably the other way around. I thought it would be harder 
to get transit projects going. 

But, anyway, major transit projects, as well as highway projects, 
have been criticized for that. Why does project delivery take so 
long? And what can be done to streamline that process? 

Mr. Mendez. Mr. Olver, you hit on a point that is very near and 
dear to my heart. Project delivery, at least in the highway arena 
and I am assuming in the transit arena, is just simply taking too 
long. I believe we owe the taxpayers a much better approach. And 
I think those of us that work in transportation can actually do 
much better. 

We have been looking at this issue for the past 18 months to 24 
months here at FHWA. We have implemented an innovation initia- 
tive that we call “Every Day Counts.” I provided two basic goals 
and challenges to our transportation industry, both the private sec- 
tor and the public sector. 

Goal one is to reduce project delivery time by 50 percent. I didn’t 
settle for 10 percent or 12 percent. I said, we need to cut our deliv- 
ery time by half. Thirteen years is simply too long, and it is not 
fair to the taxpayer to take that long. 

Our second goal is to identify innovation and technology — some 
technology already exists — and be able to implement that faster. 
For whatever reason, in our industry, implementation of new ideas 
and new technologies simply takes too long. And a lot of these 
ideas actually can help us save lives and deliver our projects faster. 

So, within my innovation initiative of Every Day Counts, we are 
looking at reducing project delivery time to between 6 to 7 years. 
We are looking at the entire process, from planning all the way 
through construction. I know a lot of people tend to focus on the 
environmental process; we are looking at that, as well. But I be- 
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lieve there is a lot of opportunity for us to really deliver projects 
faster, and we have to look at the entire process. 

Mr. Olver. Thank you, Mr. Chairman. 

Mr. Latham. Thank you, Mr. Olver. 

Mr. LaTourette. 

Mr. LaTourette. Thank you, Mr. Chairman. 

Mr. Administrator, welcome. 

When the Secretary was here the other day, he said you could 
answer my fly-ash question. Did he talk to you about that at all? 

Mr. Mendez. Yes, he did. 

Mr. LaTourette. Okay. So you are aware that the EPA now has 
three different proposals out on treating carhon coal ash as a haz- 
ardous substance. AASHTO and other highway installers have 
weighed in, and I asked the Secretary whether or not the DOT had 
taken the time to talk to its sister agency, the EPA, and express 
an opinion. 

I guess I am asking whether that has happened. 

Mr. Mendez. Yes, sir. We have heard from the external stake- 
holders, and we understand their concerns. This is still under the 
rulemaking process 

Mr. LaTourette. Right. 

Mr. Mendez. I believe sometime this year they plan to come out 
with a final rule. 

Mr. LaTourette. Well, I think they actually said they are not 
going to do it this year because they received 450,000 comments. 
And I am just wondering, on behalf of the transportation system 
of the country, has your department expressed an opinion to the 
EPA relative to the wisdom of their proposed regulation? 

Mr. Mendez. We have not expressed an opinion per se. We have 
expressed to them what we are hearing from the stakeholders. And 
I think probably the best thing, if you would like for us to do so 
may be to facilitate a meeting with our sister agency. We could do 
that. 

Mr. LaTourette. Well, I have talked to the EPA. I am not wor- 
ried about the EPA. 

What I am not getting — and it is a little bit like the answer — 
and I don’t blame you for this, because I don’t believe you are the 
ultimate decisionmaker. But this is an example of — I mean, the 
people that build highways have indicated that the regulation of fly 
ash as a hazardous waste would be more than detrimental to the 
construction of highways and bridges in this country. And I would 
expect the Department of Transportation to have an opinion. 

And you say that you passed on the comments. Well, they have 
450,000 of them. I don’t think they are going to be confused that 
this is of interest to people in the community. 

Leadership, in my mind — and, again, this isn’t directed at you; 
it is directed at the entire administration — leadership, in my mind, 
is having an opinion. I mean, if you think the EPA is on the right 
course, you say, “Way to go. How can we help you?” If you don’t 
think it is a good idea, based upon what you have heard from your 
shareholders, I expect you to say it is not a good idea. 

And that brings me to the trust fund and, I think, the frustration 
you heard in the chairman’s voice. This is beyond comprehension. 
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where this administration has chosen to not exhibit leadership in 
this area. 

This $556 billion or this $559 billion, whatever it is, it is like ev- 
erybody wants to go to heaven but nobody wants to die. And so you 
have promised increased highway funding, 127 percent increase in 
transit funding, you got this $34 billion grant program for perform- 
ance-based highways, you have $53 billion for high-speed rail. If I 
take your number of $70 billion a year over the life of a 6-year bill, 
that is $420 billion. The trust fund is limping along at a rate that 
will give you 180. And, you know, I wasn’t a math major, that is 
why I ran for office, because I don’t get the numbers, but I get this 
number. You are over half short, with no suggestion. 

The Secretary’s suggestion yesterday was tolling. Well, that is ri- 
diculous. Now, just by way of example, my in-laws live across the 
George Washington Bridge. Twelve bucks a day to go from New 
Jersey into New York City. Apparently there is no toll the other 
way because nobody wants to go to New Jersey. They all just want 
to go to New York City. 

But if you raise the gas tax 10 cents a gallon and they use a tank 
of gas a week, that is a $1.50, as opposed to 60 bucks to cross the 
bridge. You can’t toll every piece of concrete and asphalt in this 
country and substitute it for public policy. 

But this administration, following on the failures of the last ad- 
ministration, has punted this issue. And I will tell you exactly how. 
President Bush sent up $256 billion for SAFETEA-LU — wholly in- 
adequate. We finally wasted 2 years, got to $300 billion. Everybody 
knew, at that moment in time, we had a revenue problem. That 
was 6 years ago. 

Your administration comes in. The Secretary’s first hearing, I re- 
member it was in the big room because we were all excited our 
buddy got appointed as the Secretary of Transportation, and so we 
had him in the big room. And he said, “You know what? We are 
going to go on an 18-month listening tour.” And I said, well, that 
is just nuts. What are you going to listen to? You are going to listen 
to the same thing people have been saying for the last 6 years? We 
need money. 

Now, somebody someplace, in the Congress, at the White House, 
in the Senate, is going to have to make a tough decision. And you 
are either going to have to say, you know what, this idea that 
Dwight Eisenhower had, it ain’t going to work anymore, and so we 
are going to be resigned to having about $200 billion to spend at 
the Federal level every 6 years; and. States, good luck to you. 

But this proposal, in my mind, is the President Obama reelection 
plan. You are going to try and skate through fiscal year 2012 with- 
out making a tough decision on how to solve the long-term prob- 
lems of the infrastructure funding of this country. And I think that 
that is an abdication of responsibility. 

And there is no way that you guys — and I assume you and the 
Secretary didn’t write your opening remarks together, but they 
sound exactly alike. You are going work with us, sit down at a 
table. You have had 2 V 2 years or 2 years and 3 months. 

And this is not new. It is not like, all of a sudden, you know, 
there was an earthquake or some catastrophic event. We have 
known for years that the trust fund is not sustainable and we have 
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to do something about it. But there is no leadership. And I think 
it is disgusting, I think it is awful. 

And, again, it is not directed at you, but it is the bunch you work 
with. Unless you guys come up with a proposal that we can talk 
about, I think this is sinful. And you should go apologize to every 
group that you are promising this money to, because you don’t got 
any money. 

I yield back. 

Mr. Latham. Do I understand your feeling on this, Steve? 

Mr. LaTourette. I tried to be clear. 

Mr. Latham. Thank you. 

Mr. Olver. You are not going to leave us. 

Mr. LaTourette. I have to go to Rules to testify on the FAA bill. 

Mr. Latham. Mr. Administrator, you mentioned earlier about 
being fair to the taxpayer, and I think everyone agrees the gas tax 
is a user fee. When motorists pay this tax, they assume that you 
are going to be building roads, bridges, something with the dollars 
that they are putting into the trust fund. 

You have this Livability Initiative. By funding programs like 
that, how can you actually look the person buying gas — which is 
very expensive today — in the eye and say that you are a good stew- 
ard of their money? I just don’t understand how that translates. 

When people buy a gallon of gas, they expect those tax dollars 
to go to build infrastructure, rather than somebody’s great idea out 
there. How can you justify that to the taxpayer? 

Mr. Mendez. The primary philosophy about the Livability Pro- 
gram is that we want to provide transportation choices to the pub- 
lic and connect communities. And you do that with transportation. 
That leaves out the 

Mr. Latham. I am sorry, but the Highway Trust Fund is on life 
support. We are broke. How can you justify taking more money out 
of the trust fund for some other initiative? If you have another new 
initiative, find a way to pay for it. To take it out of the trust fund 
is just really being unfair and is not keeping what is a contract 
with the taxpayer. 

Mr. Mendez. What we have done as I mentioned, is consolidate 
about 55 programs down to 5. And a lot of the current activities 
that we actually undertake under the Highway Trust Fund have 
been wrapped up into the livability component. So, the eligibilities 
from some of these other existing programs are part of the liv- 
ability — 

Mr. Latham. So how much do you save there that can be applied 
to livability? 

Mr. Mendez. I would have to compare. We have a crosswalk, and 
I don’t have that with me, and I certainly can provide that to you. 

Mr. Latham. This is extraordinarily frustrating. You know what 
the situation is, as far as us writing a bill this year. We are not 
going to have the money. Do you have a backup plan B to actually 
have an honest proposal that we can actually act on this year? 

Mr. Mendez. I think what we need to look at is, if nothing moves 
forward, we have the existing process in place. As I mentioned, our 
Highway Trust Fund remains solvent through the end of fiscal year 
2012 and probably into the first quarter of 2013. 

Mr. Latham. So that is the backup plan? 
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Mr. Mendez. If there is nothing else available, I have to continue 
moving the program forward given what I have today. 

Mr. Latham. Now like Mr. LaTourette said, there is a responsi- 
bility for an administration to propose and Congress to dispose. 
And, like he said, I do not see any leadership, yesterday or today, 
as far as submitting an honest proposal before Congress. I just 
don’t know why we should even continue the hearing; I really don’t. 
If we can’t get any suggestions, any kind of an honest proposal, 
why should we even be here? 

Mr. Mendez. We have a proposal in place. 

Mr. Latham. What? Where is it? 

Mr. Mendez. Our current fiscal year 2012 budget request, as I 
mentioned, outlines what we see for the future over the next 6 
years. 

Mr. Latham. Where is the money? 

Mr. Mendez. We would like to work with you to try and identify 
that and reach agreement on it. 

Mr. Latham. All right. I am not going to do it anymore. I am 
going to adjourn the hearing. This is just ridiculous. 
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Questions for the Record 
Submitted by Chairman Latham 
March 30, 2011 

FY12 Budget Request Hearing: Federal Highway Administration 


Focusing on highways 

1 . The gas tax is a user fee. Motorists pay this tax with the proper assumption that the 
proceeds will go toward maintaining and improving the roads they use. By funding such 
programs as the livability initiative, is FHWA really being an honest steward of the fund, 
and is it being honest with this country’s motorists? 

Response: 

The Administration agrees with the importance of maintaining and improving the 
nation’s highway network and considers funding for livability initiatives to be central to 
that goal. Developing safe and convenient multi-modal transportation networks, reducing 
the combined costs of housing and transportation for American families, and ensuring 
transportation projects promote economic growth provide benefits to communities across 
the entire country. 

Livability program funding would provide more flexibility to States and local 
governments and communities to pursue transportation improvements that meet their 
priorities for access, mobility, development or economic objectives. Livability is the 
outcome of working with nontraditional partners such as housing agencies and private 
industry to develop safe and convenient multimodal transportation systems that meet a 
community’s needs. These fimds extend the opportunity to support sustainable 
infrastructure improvements and state of good repair by encouraging States to identify 
roadway improvements in the context of other identified community priorities, and to use 
scarce transportation resources together with other federal programs or funds that support 
commimity goals. This helps transportation agencies to provide better access to jobs, 
community services, affordable housing, and schools, while helping to create safe streets, 
reduce energy use and emissions, reduce maintenance expenses, reduce impacts on and 
enhance the natural and built environment, and support more efficient land use patterns. 

The Livability Programs proposed in the President’s Budget would help to accomplish 
these objectives to coordinate investments in transportation, housing, and commercial 
development to ensure access to affordable, reliable, and environmentally sustainable 
travel options. Fostering this effort is a key priority for DOT, which is reflected in our 
budget proposal. Sustainable communities have been shown to attract private 
investment, leveraging additional dollars to match or even exceed federal funds for 
transportation projects. Projects and transportation programs funded through Livability 
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programs also provide more transportation choices, saving households time and money 
every day. 


The Administration looks forward to working with Congress on a bipartisan basis to 
select a revenue source that restores solvency to the trust fund and ensures that funding 
increases for surface transportation programs are fully paid for and will not add to the 
deficit. 

2. And since the Highway Trust Fund is on life support, has FHWA thought about offsetting 
the revenue shortfalls by scaling back on such programs as livability in order to at least 
maintain our roads? 

Response: 

The Administration recognizes the need to ensure scarce federal resources are used for 
projects that achieve the greatest national benefits as proposed by States and local 
jurisdictions. It is for this reason that FHWA considers the livability programs central to 
maintaining our road infrastructure and ensuring Americans are able to get to where they 
need to go. Livability in transportation is about leveraging the quality, location, and type 
of transportation facilities and services available to help achieve the maximum 
accessibility benefits for every federal dollar investment. 

For example, some communities have developed a greater understanding of future 
congestion, growth, and funding needs for a city or region that can help ensure that 
projects constructed with federal dollars are of the highest priority and will best serve the 
communities in which they are built into the future. In central Virginia, transportation 
planners presented a variety of scenarios to citizens to illustrate how future growth in the 
area would impact their transportation. These scenarios allowed citizens to realize that 
encouraging future growth and development near existing infrastructure would reduce 
future congestion by more than 50 percent, and at half the cost of other growth scenarios. 

Further, the President’s Budget directs almost 60 percent of the budget request for 
FHWA toward improving the condition and performance of an enhanced National 
Highway System. Under the proposal, by 2017 the 2006 backlog of bridge system 
rehabilitation projects would be halved, and almost 70 percent of the miles traveled on 
the National Highway System would take place on pavement with good ride quality. 

The Administration looks forward to working with Congress on a bipartisan basis to 
select a revenue source that restores solvency to the Highway Trust Fund and ensures that 
funding increases for surface transportation programs are fully paid for and will not add 
to the deficit. 
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Livability 

3. FHWA’s request states that “there is a backlog of highway safety needs.” Given this 
backlog, (1) why are States not using their flexibility to transfer funds to address this 
backlog, and (2) does FHWA think it might be more prudent to instead use at least some 
of the proposed $4. 1 billion in the Livability Program for the Highway Safety 
Improvement Program (HSIP)? 

Response: 

(1) States must address a broad range of transportation needs within their available 
resources. The types and priority order of projects to fund is determined by each 
State through the comprehensive and inclusive statewide planning process. In 
addition to Highway Safety Improvement Program funds, other core program funds 
(e.g.. National Highway System Program, Surface Transportation Program) may also 
be used to fund eligible safety projects. 

(2) Safety is the Department’s top priority, and the Livability Program proposed in the 
FY 2012 budget will fund projects that increase safety, among other national and 
community goals. Federal investment in livability projects and programs can have 
substantial safety benefits and serve to reduce fatalities and serious injuries on public 
roads. The program funding levels proposed in the budget provide the resources to 
support safety performance goals, as well as goals to improve the condition and 
performance of our highway and roadway system, in ways that protect the 
environment, provide user access and choices, and take advantage of advances in 
technology and innovation. For instance. Livability Program funds could be used to 
implement safety strategies for urban thoroughfares such as resolving vehicular and 
pedestrian conflicts in high traffic areas. In rural settings, the safety focus might be on 
reducing vehicular crashes due to high-speed moving traffic facing abrupt stops for 
left turns, uncontrolled access from side roads, truck traffic, slower moving vehicles 
sharing the roadway, or adding roadway shoulders to accommodate pedestrians and 
bicyclists and provide a more forgiving roadway for departure crashes. 

4. FHWA’s livability proposal includes $200 million in discretionary grants “to improve the 
capacity for analyzing and addressing livability needs across the country.” The proposal 
also includes a $200 million request for the Highway Research and Development 
program that covers a variety of areas such as safety, infrastructure, and operations. 

Given the strain on the Highway Trust Fund, can FHWA explain why it is spending the 
same amount to “reorganize an eligible applicant’s institution to better reflect the 
responsibilities and expertise needed to address livability in transportation plans and 
related activities” as it spends on research “to develop tools and technologies to reduce 
crashes and improve highway and intermodal transportation safety”? 


Response: 
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Improving safety and livability are important and complementary Administration goals. Safety 
is a top Departmental priority, as evidenced by the budget proposal’s dramatic increase in 
funding for highway safety programs, as well as important highway safety research efforts. The 
Department is also committed to helping communities increase transportation choices and 
access to transportation services through the Livability program. The Livability Capacity 
Building Grant Program will support and enhance Livability program goals by helping State, 
local, and tribal governments, and metropolitan and rural planning organizations develop 
necessary skills and organization to participate in decision-making processes identifying 
projects in alignment with livability programs and leveraging other Federal investments. 


Performance based programs 

5. The FHWA budget request mentions “performance-based” programs, such as in the 
Highway Safety Improvement and National Highway Programs. The request also calls 
for a “single set of safety performance targets” that will be applied to each state. Can 
FHWA describe how this single set of targets will be created and how it can apply 
equally to all 50 States? Can FHWA describe who sets the criteria to determine which 
States are performing well and those that are not? Will this be some sort of No Child 
Left Behind mandate for States? 


Response: 

The “single set of safety performance targets” called for in the FY 2012 Budget request means a 
single set of performance targets for each State, not for all States, The Secretary of 
Transportation would determine the appropriate safety performance measures and set a national 
target in a cooperative process after consultation with the States and other stakeholders. After 
the national target is set, as part of its collaborative Strategic Highway Safety Plan (SHSP) 
process, each State would set its own set of safety performance targets. With a broad range of 
safety stakeholders, each State would review and analyze its safety problems through a data- 
driven process; identify the most effective and efficient opportunities to reduce fatalities and 
serious injuries; consider the national safety target and the State’s individual needs and 
capabilities; and then identify its State safety performance targets. The State’s safety 
performance targets are expected to contribute to the achievement of a national target, but would 
not necessarily be identical to the national target. 

While the agency has not determined what the national safety performance measures would 
ultimately be, one possibility includes something similar to the 3-year rolling average of the 
number of fatalities, based on the most recent available data. Such a measure accounts for the 
variability in traffic crashes in a single year and makes it easier to identify trends and establish a 
correlation between agency actions and performance. For example, based on this approach, the 
Secretary could set a national target to reduce the 3-year rolling average of roadway fatalities by 
1% each year for 5 years. Depending upon what a State’s data shows are the actual needs, 
opportunities, resources and capabilities of that State, the State would set its target for reducing 
the 3-year rolling average of roadway fatalities. The following examples are not recommended 
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levels for State performance targets but show that States would have flexibility in setting targets. 
For example. State A might determine that based on its experience and capabilities, its target is 
reducing the 3-year rolling average by 2 percent each year; while State B might determine its 
target is a 0.5 percent reduction each year in the beginning; moving up to a 1 percent reduction 
after more infrastructure safety countermeasures have been implemented. Each State’s targets 
would be set in consultation with the Secretary to provide each State with needed flexibility and 
contribute to the achievement of the national target. 

The criteria to determine if each State is performing well would be based on progress toward or 
achievement of that State’s safety performance target. Progress in achieving performance targets 
would be tracked and reported on an annual basis. Please see also the response to the next 
question for additional information on what changes would be implemented if performance 
targets were met or not met. 

6. FHWA’s request also says that it will provide “greater flexibility for those states that 
achieve their performance targets; [and] more focused investments in safety for those 
States that do not meet their targets.” Can FHWA explain this a bit more? Did the 
Administration think about any other penalties or awards based on performance? 


Response: 

In FY 2009, 13 States took advantage of the transfer provision and a total of $128 million of 
HSIP funds were transferred to other programs. The Administration proposes ending the transfer 
of safety funds to non-safety programs unless the State’s safety performance target is met. If the 
safety performance target is met in the previous year, the State would be granted the flexibility to 
transfer up to 50 percent of their HSIP funds to federal aid, non-safety programs. 

HSIP funds should be used for safety projects to achieve the State’s safety performance targets. 
For those States that do not meet their performance targets, a portion of their subsequent 
obligation authority (in the amount of that year’s HSIP apportionment) could only be used for 
HSIP projects. If a State meets its performance targets in the previous year, it would be granted 
the flexibility to use its obligation authority for all core programs. 

The Administration considered a wide range of options to assist and encourage States in 
achieving their safety performance targets. The options considered included instituting financial 
penalties if a State does not achieve its target. This option was not adopted for several reasons. 
First, States that do not meet their safety performance targets probably need all their HSIP funds, 
not fewer funds, to achieve the targets. A financial penalty for not achieving a performance 
target seems counter to providing the right resources including targeted technical assistance for 
the State to reach achievement. We also considered incentives, such as providing extra funds or 
flexibility to States that achieve or exceed their performance targets. While we do think it is 
important to recognize outstanding performance, providing extra funds to those who achieve 
safety performance targets means fewer funds available to those who do not. Neither option 
was considered feasible. Instead, we propose providing additional flexibility in the use of safety 
funds to those States that achieve their targets. 
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Revenue Alternatives 

7. FHWA’s six year budget target total for the proposed Surface Transportation Revenue 
Alternatives program is $300 million. While the justification states that this office will 
focus primarily on mileage-based user fees, it also says it will look at other sources of 
revenue. Can FHWA detail what it believes these other sources might be? 


Response: 

The Surface Transportation Revenue Alternatives Office and associated resources are no longer 
included in the FHWA FY 2012 budget request. Budget justification and other materials 
containing descriptions of this proposal should be disregarded. 


8. The proposal also jumps from $20 million in FY12, to $130 million in FY14 and $100 
million in FY15. Presumably thisjump is for the proposed field trials. How did FHWA 
determine that $230 million is necessary for field trials? 


Response: 

The Surface Transportation Revenue Alternatives Office and associated resources are no longer 
included in the FHWA FY 2012 budget request. Budget justification and other materials 
containing descriptions of this proposal should be disregarded. 


Transportation Leadership Award Program 

9. FHWA requests $1.3 billion for the Transportation Leadership Award Program. The 
awards will be focused on projects that improve performance outcomes in the areas of 
safety, state of good repair, and livability, among other things. Is it possible that one 
area, like livability, could get all of the award money or carry a higher weight at the 
expense of others, like state of good repair? 

Response: 

That is certainly not the Administration’s plan nor in the program design. 

10. Other programs, such as the National Highway Program and Safety Program, increase 
about 24 percent from FY12 to FY17. At the same time, the Transportation Leadership 
Award Program increases 72 percent in that same timeframe. Please explain the reasons 
for this disparity between these proposed increases. 


Response: 
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The Transportation Leadership Awards would serve as an incentive for fundamental reforms in 
the planning, building and management of the transportation system by rewarding States and 
regions that implement proven strategies that further the Department’s strategic goals, strengthen 
collaboration among different levels of government, focus on performance and outcomes; and 
encourage the development of a multimodal transportation system that connects people to 
opportunities and goods to markets. Many of these reforms will take time and we anticipate that 
there will be more and more deserving recipients over the life of the program. This is why the 
funding is significantly higher in the later years. It should also be noted that the awards will be 
used by the recipient to fund projects that would be eligible under other programs under title 23, 
United States Code and thus would supplement programs like the National Highway Program 
and Highway Safety Improvement Program. 


General 

11. Does the Administration's reauthorization bill lower the federal share of Interstate 
projects from 90 to 80 as the FHWA budget justifications appear to indicate? 

Response: 

Although not explicitly expressed in the budget proposal. Interstate projects would continue to 
have a 90 percent Federal share. 

12. The proposal states that your changes will “encourage innovations that will shorten 
project delivery.” What innovations does FHWA envision and how exactly will they 
shorten project delivery? 

Response; 

With the Every Day Counts (EDC) Initiative, the FHWA has identified a number of processes 
and technologies that reduce costs and accelerate / shorten project delivery. EDC toolkits have 
been developed to facilitate deployment of the Initiative. These technologies and processes are 
just a few examples of initiatives under EDC set for deployment over the next couple of 
years. The following describe the EDC initiatives. Further information is available on the EDC 
website accessible at: http://www.fhwa.dot.gov/evervdavcounts/ . 

Shortening Project Delivery Toolkit: 

The first three initiatives below attempt to eliminate time consumine duplication of effort. 
Planning and Environmental Linkages (PEL): 

Planning and Environmental Linkages (PEL) represents an approach to transportation decision- 
making that considers environmental, community, and economic goals early in planning and 
carries them through project development, design, and construction. This leads to seamless 
decision-making that minimizes duplication, promotes environmental stewardship, and reduces 



395 


delays in project implementation. This initiative sets up a framework for considering and 
incorporating planning documents and decisions from the earliest stages of project planning into 
the environmental review process. 


Legal Sufficiency Enhancements: 

Early involvement of attorneys on large, complex, or potentially controversial projects facilitates 
early identification of problems and allows any needed changes to occur earlier in the project 
schedule. Consultation with FHWA environmental attorneys at early decision points will 
contribute to faster project delivery by reducing overall environmental review time and costs, as 
well as avoiding or reducing project controversy and litigation risk. 

Expanding Use of Programmatic Agreements (PAs): 

The continued and expanded use of programmatic agreements (PAs), where procedures and data 
requests have been standardized and agreed upon, has been very effective in saving time. When 
prior agreements exist for avoiding, minimizing, and mitigating impacts, projects are reviewed 
quicker and trust is developed that results in improved relationships between DOTs and 
regulatory agencies. This initiative identifies and assists in the expansion of new and existing 
programmatic agreements to a regional or national level. FHWA has coordinated with Division 
offices to advance new and amended Programmatic Agreements. 

The next five initiatives encouraee the use of existine reeulalorv flexibilities. 

Use of In-Lieu Fee and Mitigation Banking: 

In projects that will impact waters of the United States (wetlands, for example), the permitting 
process under Section 404 of the Clean Water Act currently constitutes a major component of the 
project development and delivery process. The purpose of this initiative is to broaden the use of 
banking and ILF programs currently allowed under existing statute, FHWA regulations, State 
law, and court decisions in order to expedite Federal-aid highway project delivery. 

Clarifying the Scope of Preliminary Design: 

This initiative identifies the amount of design work allowable under current law prior to NEPA 
completion regardless of contracting mechanism, and develops guidance to allow this work to be 
done consistently nationwide. FHWA has issued Order 6640. 1 A - FHWA Policy on Permissible 
Project Related Activities During the NEPA Process to clarify the Federal Highway 
Administration's (FHWA) policy regarding permissible project-related activities that may be 
advanced prior to the conclusion of the National Environmental Policy Act (NEPA) process. 


Flexibilities in Right of Way: 
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The Right of Way (ROW) process is currently a major part of the project development process. 
Significant time savings can be achieved by employing flexibilities already provided for in 
statute and FHWA regulations. This initiative underlines opportunities for improved 
coordination of ROW activities with other key project development actions in preliminary 
design; land acquisition for utilities accommodation and relocation project activities; NEPA 
mitigation land needs; and a number of other areas where streamlined approaches may prove 
beneficial. The proposed initiative deals only with flexibilities allowed under existing regulations 
and statutes. Legislative changes required for additional flexibilities will be addressed separately. 

Flexibilities in Utility Accommodation and Relocation: 

The often-conflicting priorities of State transportation agencies and utility companies can 
adversely affect the timely completion of transportation projects. Potential utility conflicts exist 
on most transportation projects. It is estimated that half of all highway and bridge projects 
eligible for Federal funding involve the relocation of utility facilities, and construction generally 
takes longer and costs more when utilities need to be relocated. This initiative spotlights existing 
flexibilities currently in place under Federal law and regulations and describes techniques that 
foster effective utility coordination during project development which warrant more widespread 
use. 

Enhanced Technical Assistance on Delayed EISs: 

The Enhanced Technical Assistance for stalled Environmental Impact Statements (EISs) 
initiative provides additional FHWA technical assistance to identify major challenges on 
ongoing Environmental Impact Statement (EIS) projects and implement solutions to resolve 
project delays where feasible. Candidate projects are ideally those where 60 months have 
elapsed since issuance of the Notice of Intent (NOI) without issuance of a Record of Decision 
(ROD). FHWA teams focus on facilitating interagency coordination and collaboration to resolve 
outstanding issues and provide peer-to-peer activities, workshops, training, or specialized on-site 
assistance. 

The next two initiatives focus on the construction phase of a project. 

Design Build (DB); 

Traditionally, a project is designed, put out for bid to construction firms, and then built by the 
winning bidder (design-bid-build). Design-Build (DB) is an alternate method of project delivery 
in which the design and construction phases are combined into one contract, eliminating the 
separate bid phase and allowing certain aspects of design and construction to take place at the 
same time. This can provide significant time savings compared with the design-bid-build 
approach, where the design and construction phases must take place in sequence. With DB 
project delivery, the designer-builder assumes responsibility for the majority of the design work 
and all construction activities. This provides the designer-builder with increased flexibility to be 
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innovative, along with greater responsibility and risk. In addition to the time savings, a DB 
contract provides savings in cost and improvement in quality. Cost savings are realized by 
transferring many of the construction engineering and inspection costs iiom the contracting 
agency to the designer-builder. The arrangement also results in fewer change orders or claims for 
errors or delays. Finally, the ongoing involvement of the design team throughout the process puts 
a greater focus on quality control and assurance, and allows better coordination between the 
needs of the project and the contractor’s capabilities. 

Construction Manager/General Contractor (CM/GC); 

Construction Manager/General Contractor (CM/GC) occupies the middle ground between the 
traditional design-bid-build and design-build. In a typical CM/GC scenario, the contracting 
agency contracts with a CM/GC firm to provide constructability, scheduling and pricing 
information during the design process. As the design nears completion, the contracting agency 
and the CM/GC firm agree on an acceptable price for construction. CM/GC allows State DOTs 
to remain active in the design process while assigning risks to the parties most able to mitigate 
them. As with the design-build approach, there are potential time savings because of the ability 
to undertake a number of activities concurrently. 

Accelerating Technology and Innovation Deployment Toolkit: 

The next five initiatives focus on construction technoloeies for a project. 

Warm Mix Asphalt (WMA): 

Warm-Mix Asphalt (WMA) is the generic term for a variety of technologies that allow asphalt to 
be produced and then placed on the road of at lower temperatures than the conventional hot-mix 
method. WMA production is at temperatures ranging from 30 to 120 degrees lower than hot mix. 
In most cases, the lower temperatures result in significant cost savings and reduced greenhouse 
gas emissions because less fuel is required. WMA also has the potential to extend the 
construction season, allowing projects to be delivered faster. By 2009, more than 40 States 
constructed WMA projects, with 14 adopting specifications to accommodate WMA. 

Prefabricated Bridge Elements and Systems (PBES): 

With Prefabricated Bridge Elements and Systems (PBES), many time-consuming construction 
tasks no longer need to be done sequentially in work zones. Instead, PBES are constructed 
concurrently, off-site, and brought to the project location ready to erect. An old bridge can be 
demolished while the new bridge elements are built at the same time off-site, then brought to the 
project location ready to erect. Because PBES are usually fabricated under controlled climate 
conditions, weather has less impact on the quality, safety, and duration of the project. The use of 
PBES also offers cost savings in both small and large projects. The ability to rapidly install 
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PBES onsite can reduce the environmental impact of bridge construction in environmentally 
sensitive areas. 

Adaptive Signal Control Technology (ASC): 

Poor traffic signal timing contributes to traffic congestion and delay. Conventional signal 
systems use pre- programmed, daily signal timing schedules. Adaptive signal control technology 
adjusts the timing of red, yellow and green lights to accommodate changing traffic patterns and 
ease traffic congestion. The main benefits of adaptive signal control technology over 
conventional signal systems are that it can: 

• Continuously distribute green light time equitably for all traffic movements. 

• Improve travel time reliability by progressively moving vehicles through green lights. 

• Reduce congestion by creating smoother flow. 

• Prolong the effectiveness of traffic signal timing. 

Safety Edge: 

The Safety Edge is a simple but extremely effective solution that can help save lives by allowing 
drivers who stray off highways to return to the road safely. Instead of a vertical drop-off, the 
Safety Edge shapes the edge of the pavement to 30 degrees. Research has shown this is the 
optimal angle to allow drivers to re-enter the roadway safely. The asphalt Safety Edge provides a 
strong, durable transition even for vehicles that are particularly vulnerable, such as smaller, 
lighter cars. Even at higher speeds, vehicles can return to the paved road smoothly and easily. 
FHWA’s goal is to accelerate the use of the Safety Edge technology, working with States to 
develop specifications and adopt this pavement edge treatment as a standard practice on all new 
and resurfacing pavement projects. 

Geosynthetic Reinforced Soil (GRS): 

Instead of conventional bridge support technology. Geosynthetic Reinforced Soil (GRS) 
Integrated Bridge System (IBS) technology uses alternating layers of compacted granular fill 
material and fabric sheets of geotextile reinforcement to provide support for the bridge. GRS also 
provides a smooth transition from the bridge onto the roadway, and alleviates the “bump at the 
bridge” problem caused by differential settlement between the bridge and approaching roadway. 
The technology offers unique advantages in the construction of small bridges, including: 

• Reduced construction time and cost, with costs reduced 25 to 60 percent from conventional 
construction methods. 

• Easy to build with common equipment and materials; easy to maintain because of fewer parts. 
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• Flexible design that’s easily modified in the field for unforeseen site conditions, including 
unfavorable weather conditions. 


13. The majority of fatalities occur on rural roads. FHWA’s request asks States to spend a 
minimum of 10 percent of their HSIP funds on projects to improve the safety of any 
public rural road. It also says that “States are encouraged to expend additional HSIP 
funds on rural roads as necessary to meet statewide goals.” How are they encouraged? 

Response: 

FHWA is committed to reducing fatalities and serious injuries on all public roads. To achieve 
this, we recognize the urgency of improving safety on rural roads where over 50 percent of 
highway fatalities occur each year by increasing expenditures of HSIP funds on these roads. 
FHWA will encourage States to spend additional funds on rural roads through a performance- 
based approach to highway safety, technical assistance to States and local practitioners targeted 
to address rural road safety, and increased participation of rural and local stakeholders in the 
update and implementation of State Strategic Highway Safety Plans (SHSPs). 

Performance measures and performance targets are major features of FHWA’s proposal for the 
safety program. Because a majority of fatalities occur on rural roads, significant expenditures 
and attention to rural roads will be needed in most States to achieve performance targets. States 
need to assess the safety needs of all their public roads including rural roads that are off the State 
system to focus limited safety funds on projects and programs with the greatest life-saving 
potential. 

To assist and encourage expending HSIP funds on all public roads, FHWA’s proposal clarifies 
the eligibility of HSIP funds for program evaluations as well as improved collection and analysis 
of crash and roadway safety data. States will also be able to use HSIP funds on systemic safety 
improvements based not only on high crash frequency but also where there are high-risk 
roadway features that are correlated with particular crash types. 

FHWA will encourage attention to rural road safety needs through targeted technical assistance. 
In rural areas where safety data may not be available, road safety audits by a team of multi- 
disciplinary safety experts or safety circuit riders can help communities identify safety problems 
and effective countermeasures. Peer-to-peer meetings of state and local practitioners can provide 
them with note-worthy practices, resources and safety contacts to assist them in making rural 
roads safer. 

To increase funding and attention to rural road safety needs, FHWA will also encourage 
increased participation of rural and local stakeholders in updating State strategic highway safety 
plans. Guidance, technical assistance and outreach to rural, local stakeholders will be 
components of this effort. 

14. Please explain in more detail the need for the proposed $2.25 million Surface 
Transportation Workforce Development Centers, specifically how it differs from other 
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Training and Education programs such as the National Highway Institute, Local 
Technical Assistance Program, and Transportation Education Development Pilot 
programs. 


Response: The Surface Transportation Workforce Development Centers, National Highway 
Institute, Local Technical Assistance Program, and Transportation Education Development Pilot 
Program each address a different and important need in efforts to provide for a skilled, 
technically competent workforce now and for the future. 

The National Highway Institute (NHI) develops and delivers high-level, in-depth technical and 
policy courses and programs that are generally 3 to 5 days in length and include material on the 
application of the new technologies and recent policy changes. NHI relies on nationally 
recognized experts to develop courses and utilizes the latest in learning technology to deliver 
courses nationwide. Approximately seventy-five percent of the NHI course participants are State 
department of transportation employees. 

The Local Technical Assistance Program (LTAP) provides technical assistance, and professional 
and technician training for local agency managers and practitioners that focuses on the needs of 
an estimated 38,000 local agency and tribal governments with road management responsibilities. 
There are fifty-eight centers with one LTAP Center in each state and Puerto Rico, and seven 
Regional Tribal Centers (TTAP). The LTAP state Center and Tribal Regional Center 
organization provides for a training and professional development support network across the 
United States that is necessary to deliver services to the broad geography of local and tribal 
transportation agencies. 

The Transportation Education Development Pilot Program (TEDPP) provides grants to 
“institutions of higher education” to develop and deliver, in partnership with industry, new 
curricula and education programs to prepare and train individuals at all education levels. The 
TEDPP provides for the development of new curriculum and innovative education programs 
across the workforce development continuum for K-12 education, community colleges, 
university and post graduate, and for in-service transportation professionals including efforts to 
identity gaps in professional development programs and activities. 

The Surface Transportation Workforce Development Centers provide a coordination and 
communication function across transportation interests, and jurisdiction and geographic 
boundaries. To be effective, workforce program implementation needs to happen at the State and 
local levels. Yet there is a lack of communication and coordination across State and local 
workforce programs that result in inefficiencies and missed opportunities. The Regional 
Workforce Centers would provide for coordination and communication of irmovative and 
successful workforce programs across national, local and state interests with an emphasis on 
implementation. The Centers would also enhance the transportation and education communities’ 
ability to better leverage current workforce resources and investment at the state and local level. 
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Cross-cutting 

15. Please provide the number of Full Time Equivalents (FTE) for each program office 
within FHWA from FY 2001 to FY 2011. Please delineate by program, office and 
budget activity. Please include the budget request, enacted and actual amount for each 
year. 


Response: The below table provides the requested, enacted and actual Fed-Aid FTE levels from 
FY 2001 through FY 201 1 per the Appendix accompanying the President’s budget request. Only 
agency totals are available. FHWA began estimating FTE by office in the FY 201 1 budget 
request. 


Full Time Equivalents 

Federal Highway Administration 

Fiscal 

Year 

Request 

Enacted 

Actual 

2001 

2,439 

2,439 

2,263 

2002 

2,427 

2,427 

2,335 

2003 

2,412 

2,412 

2,366 

2004 

2,424 

2,424 

2,396 

2005 

2,436 

2,436 

2,311 

2006 

2,430 

2,430 

2,215 

2007 

2,430 

2,430 

2,241 

2008 

2,430 

2,430 

2,292 

2009 

2,345 

2,345 

2,328 

2010 

2,345 

2,345 

2,289 

2011 

2,345 

2,345 

— 


16. Please provide the number of on-board staff for each program office within FHWA 
from FY 2001 to FY 201 1 . Please delineate by program, office and budget activity. 

Response: Please see attached table. 


17. Please provide a chart showing the budget request ievel versus enacted level for FHWA 
since FY 2001. Please include all supplemental/rescissions. Please delineate by 
program area, office and budget activity. 


Response: Please see the attached table. 
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18. Please provide a table showing new programs and program terminations in FHWA's 
FY 2012 budget request. 


Response: 


New Programs 

Terminated Programs ' 

Highway Safety Data Improvement 

Program 

Interstate Maintenance Program 

Rural Road Safety 

Interstate Maintenance Discretionary 
Program 

Highway Infrastructure Performance 
Program 

National Highway System Program 

Flexible Investment Program 

Alaska Highway 

Livable Communities Program 

Highway Bridge Program 

Investments for Livable Communities 

Grant Program 

Bridge Setaside 

Livability Capacity Building Grant 

Program 

Surface Transportation Program 

Federal Lands Transportation Program 

Transportation Enhancements 

Federal Lands Access Program 

Rail-Highway Hazard Elimination in High- 
Speed Rail Corridors 

Tribal Transportation Program 

Operation Lifesaver 

On-the-Job Training and Supportive 

Services 

Congestion Mitigation and Air Quality 
Improvement Program 

Disadvantaged Business Enterprises 

Training 

Rail-Highway Crossing Program 

Critical Highway Infrastructure 

High-Risk Rural Roads Program 

Cross Border Transportation Activities 

Appalachian Development Highway 

System Program 

Transportation Leadership Awards 

Recreational Trails Program 

Highway Research and Development 
Program 

Indian Reservation Roads 

Technology and Irmovation deployment 
Program 

Park Roads and Parkways 


Refuge Roads 


Public Lands Highway Discretionary 
Program 


Forest Highways 


National Corridor Infrastructure 
Improvement Program 


‘ Shows programs that were authorized for FY 2009 under the Safe, Accountable, Flexible, Efficient Transportation 
Equity Act: A Legacy for Usere. In most cases, the eligibilities of programs proposed for termination would 
continue under the new program structure. 
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New Programs 

Terminated Programs * 


Coordinated Border Infrastructure Program 


National Scenic Byways Program 


Construction of Ferry Boats and Ferry 
Terminal Facilities 


Projects of National and Regional 
Significance 


High Priority Projects Program 


Safe Routes to School Program 


Deployment of Magnetic Levitation 
Transportation Projects 


Highways for LIFE 


Highway Use Tax Evasion Projects 


Equity Bonus 


Revenue Aligned Budget Authority 


Transportation, Community, and System 
Preservation Program 


Indian Reservation Road Bridges 


Truck Parking Facilities 


Freight Intermodal Distribution Pilot Grant 
Program 


Delta Region Transportation Development 
Program 


Toll Facilities Workplace Safety Study 


Roadway Safety Improvements for Older 
Drivers and Pedestrians 


Work Zone Safety Grants 


National Work Zone Safety Clearinghouse 


Road Safety (Data and Public Awareness) 


Bicycle and Pedestrian Safety Grants 
(Clearinghouse) 


Value Pricing Pilot Program 


America’s Byways Resource Center 


National Historic Covered Bridge 
Preservation Program 


Additional Authorization of Contract 
Authority for States with Indian 

Reservations 


Nonmotorized Transportation Pilot 

Program 


Grant Program to Prohibit Racial Profiling 


Pavement Marking Systems Demonstration 
Projects 


Road User Fees Field Test 


Transportation Improvements 
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New Programs 

Terminated Programs ' 


Going-to-the-Sun Road 


Great Lakes ITS Implementation 


Gateway Rural Improvement Program 


Bonding Assistance Program 


Denali Access System Program 


Multimodal Facility Improvements 


Surface Transportation Research, 
Development and Deployment Program 


Puerto Rico Highway Program 


19. In table format, please list all reports due to the Committee for fiscal year 2011, their 
delivery dates, and actual delivery dates. For any reports that were late, please explain 
why the reports were late. 

Response: Please see attached table. 


20. Please provide a chart with the carryover for each program for the last ten years. 
Response; Please see the attached table. 


21 . Please provide an organizational chart for each office at FHWA. 

Response: Please see the attached table, FFIWA Organizational Chart. 

22. Please provide a list of all political appointments in FHWA. Please include the title, 
grade, salary and bonus or award given to each position, the office the position is in, and 
the Salaries and Expenses fund paying their salary. 

Response: Please see the attached table. Current Political Appointees 


23. Please provide a table with the number of political appointees per office for the last five 
years. 

Response: Please see the attached table. Number of Political Appointees for the last 5 years. 
Please note that during several years there were multiple incumbents for the same positions. We 
have provided parenthesis to indicate the number of positions that were in the office at any one 
time. 
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24. Please provide a list of all current SES employees on board by office. Please include the 
title, grade, salary and bonus or award given to each position, the office the position is in, 
and the Salaries and Expenses fund paying their salary. 

Response: Please see the attached table for a listing of all SES employees and positions, 
including vacancies. 


25. Please provide a list of all current General Schedule employees on board by office. 
Plea,se include the title, grade, salary, bonus or award given, overtime earned and comp 
time earned, the office the position is in, and the Salaries and Expenses fund paying their 
salary. 

Response; Please see the attached listing of GS employees. It also provides all overtime and 
comp time earned in FY 201 1. 


26. Please provide a table of funding for SES awards by office for the last five years. 

Response: Please see the attached table listing SES awards grouped by Headquarters and Field. 
Included in the total amounts are the Presidential Rank Award amounts. 


27. Please provide a list of all vacant positions at FHWA. Please indicate which positions 
FHWA anticipates filling by the end of the year and where the Administration is in the 
hiring process with each of these positions. 

Response: Please see the attached table listing current FHWA vacancies, as of May 7, 2011, 
with a status indicator for each position. 


28. Please detail the steps FHWA has taken to improve the hiring process. Please include the 
current number of days it takes FHWA to take a position from announcement to bringing 
staff on board and the steps FHWA is taking to reduce this timeline. 

Response: The FHWA has initiated numerous actions to reduce the hiring time. On March 24, 
2010, the Human Resources Director launched the FHWA-wide Hiring Reform Initiative, which 
was followed by the May 1 1, 2010 Hiring Reform Directive signed by President Obama. 

Since the end of the first quarter in 2010 (December 31), the time to hire has been reduced by 62 
days for hiring actions not requiring relocation and 56 days when relocation is included. Prior to 
hiring reform, it took an average of 183 days to fill a position. As of March 31, 201 1, it is taking 
approximately 121 days (not including relocation) and 127 days (including relocation). 
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Significant Agency action was taken to make these improvements, including: 

• Reducing the announcement open period to 7 to 1 6 calendar days; 

• Issuing selection certificates for 30 days; 

• Using category rating for all external recruitment; 

• Eliminating long answer requirements from announcements; 

• Providing extensive briefings for supervisors and managers on hiring reform goals 
and their responsibilities in improving the process: 

• Improving upfront workforce and succession planning efforts to better identify and 
plan for potential vacancies; 

• Reviewing and classifying position descriptions, developing questions/job analysis 
and identifying marketing strategies before the personnel action is initiated; 

• Developing a new comprehensive tracking system to manage the inventory of 
announcements and measure timelines which enables Agency officials to more 
closely monitor areas where additional attention is needed; 

• Emphasizing the use of non-competitive hiring actions, such as hiring persons with 
disabilities, veterans, and other non-competitive programs; and 

• Initiating a comprehensive program to standardize key Agency occupations, including 
position description, job analysis, and vacancy announcement questions. 


29. Please provide a list of all employee buyouts in the last five years. Please include the 
amount, program office, and employee’s years of service. 

Response: FHWA has not provided buyouts in the last five years. 


30. Please provide a listing of all new positions requested in FY2012, showing the position 
title, grade, salary, organizational component, and basic description of the position 
responsibilities. 

Response: Please see attached table, new positions in FY 2012. 


31. Please provide details of all organizational/staffing changes included in the fiscal year 
20! 1 Budget Request. Please include a breakout of the number of FTE who would be 
working on each new initiative proposed in the budget request. 

Response: FHWA did not request any additional FTE in the FY 201 1 Budget Request, nor were 
there any new initiatives proposed in the FY 201 1 Budget Request. 

32. Please provide a table, broken out by program office, showing the funds for employee 
training and development for the last five years. 

Response: Please see the attached table. 
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33. Please provide a table showing the destination, purpose, member of staff, duration, cost 
(including all related costs including per diem and contracts), and other relevant details 
for all travel for the last three years. 

Response; Please see the attached table, which includes data as reflected in the official 
Department of Transportation travel system (GovTrip). 


Contracting 

34. What is the total amount FHWA spent on outside contracts annually from FY 2006 to 
2010 ? 


Response: 

FY2006 FY2007 FY2Q08 FY 2009 FY2010 

$442,598,364 $498,433,076 $732,132,738 $744,845,148 $811,645,787 


35, Please include a list of all contracts entered into by FHWA that are over $1,000,000. 
Please include the program office, the name of the contractor, the annual costs, the 
projected lifetime costs, and a brief description of the contract. 

Response: Please see the attached table. 


36. Please include a list of all sole source contracts entered into by FHWA in the last five 
years. 


Response: Please see the attached table. 
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Questions for FHWA Administrator Mendez 
Submitted by Rep. John Carter 
April 4,2011 

House THUD Subcommittee Hearing 

1. Mr. Administrator: From March 1 1-28, 2010 a group of Federal Highway 
Administration Employees traveled to 9 foreign cities to look at billboards and study how 
they are regulated. How much did it cost taxpayers for FHWA employees to travel for 17 
days, to 9 cities in Australia, Sweden, The Netherlands, and the United Kingdom 
countries to look at their billboards? 

Response; 

The travel cost for the three (3) FHWA employees participating in the international scan 
to seven cities on “Outdoor Advertising Control: Best Practices and Implementation” was 
$42,35 1 ,28. The purpose of this scan was to compare and contrast how the United States 
and other countries regulate outdoor advertising both inside and outside the roadway 
right-of-way. 

The panel traveled to countries that were selected based on differences in the 
management of outdoor advertising programs at the state and national levels. The 
itinerary is designed to expose the United States panel to key innovations in specific 
locations where they can interact with implementing institutions and/or observe relevant 
facilities. 

2. Would you agree that in this time of high deficits and economic recession, this type of 
fact finding travel is extravagant and unnecessary? 

Response: 

We take every investment of taxpayer dollars very seriously and are very judicious in 
making those investment decisions. Given the current economic climate, the Secretary 
has directed us to suspend the international scan program until he has had an opportunity 
to review the program’s investments and results. 

The goals of the international scanning process are to reduce costs, improve road 
efficiency and safety, and introduce new practices and technologies. To that end, I 
wanted to share some examples of important cost savings that have benefitted taxpayers 
as a result of this program: 

• Prefabricated bridge technologies - observing how bridges can be built off site 
and replaced on site saved an estimated $4 million, according to the Utah 
Department of Transportation, when Utah replaced two bridges. In addition, 
Florida reported saving $2 million by using this technology. 

• Active traffic management - combining technology, design and operational 
solutions was put into place in Washington State to curb the rate of traffic 
collisions. According to a study conducted for Seattle, implementing some of the 
measures observed on a scan could reduce injury collisions by 30%, which would 
result in an estimated savings of more than $13 million per year. 
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3. In 2009 - when our economy was in recession - the year before the government- 
sponsored trip around the world to look at billboards, how much did government pay to 
send 12 people to Europe to find out how the Europeans handle bike paths? 

Response: 

The travel cost of sending three FHWA participants on the “Pedestrian and Bicyclist 
Safety and Mobility” scan was $28,786.94. Pedestrian and bicyclist deaths accounted for 
14% of U.S. highway fatalities in 2008. The purpose of this scan was to identify and 
assess effective approaches to improve pedestrian and bicyclist safety and mobility. The 
scan resulted in a report. Pedestrian and Bicyclist Safety and Mobility in Europe, which 
provides information on effective approaches to safety learned on the scan. As noted in 
response to Question 2, the Secretary has directed us to suspend the international scan 
program until he has had an opportunity to review the program’s investment and results. 

4. The Administration’s reauthorization proposal would significantly change where 
transportation dollars are spent. As a percentage of the total transportation budget, 
highway spending would be reduced from 73 to 60%, while transit would increase from 
19% to 25% of the transportation budget, and rail from 8% to 10%. Given how critical 
our roads are to our everyday lives, particularly in rural areas, why is the Administration 
discriminating against highways? 

Response: 

The Administration agrees that highways are critical components of our nation’s surface 
transportation network. In recognition of this, the Budget requests $336 billion (over six 
years) in funding for highway programs - a 48 percent increase over the $227 billion in 
highway funding under the Safe, Accountable, Flexible, Efficient Transportation equity 
Act: A Legacy for Users (SAFETEA-LU). This funding could be used to improve the 
condition and performance of rural, suburban, and urban highways. Furthermore, the 
Budget requests that some funds - for example, 10 percent of funding under the Highway 
Safety Improvement Program - be specifically set aside for projects on rural roads. The 
Administration’s proposal also increases the funding for transit rebuilding and 
rehabilitation and transit safety. This would result in more transportation choices for 
travelers and improve operation of the highway system by allowing more efficient use of 
highway capacity. 

5. There appears to be very little money in your proposal for highway capacity expansion. 
While maintaining the highway system is important, shouldn’t states be given the 
flexibility to determine whether to invest in maintenance or new capacity? 

Response: 

Key elements of the Nation’s surface transportation infrastructure — our highways, 
bridges, and transit assets — are not up to standards. Administration policy underscores 
the importance of preserving and improving existing assets, encouraging its government 
and industry partners to make optimal use of current capacity, and minimizing life-cycle 
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costs through sound asset management principles. The National Highway Program 
(NHP), representing over two-thirds of the total proposed highway funding through 2017 
in the President’s Budget, balances the need to target resources toward national priorities 
with necessary flexibility for States in making transportation investment decisions. 
Within the NHP, the Highway Infrastructure Performance Program focuses on preserving 
and improving infrastructure condition and operational performance of the enhanced 
National Highway System. In addition, more than half of NHP funding is available 
(through the Flexible Investment Program) for States to use flexibly for projects, 
including new capacity, on any Federal-aid highway. 

6. What is DOT’S reasoning behind creating a Transportation Trust Fund that includes not 
only highways and transit, but rail, aviation, port and maritime project eligibility as well? 

Response: 

The President’s Budget calls for creation of a single trust fund for all surface 
transportation programs — highway, high-speed rail, and transit — ^plus a multimodal 
National Infrastructure Bank within a new budgetary treatment. The Budget proposes to 
make all programs funded from the new Transportation Trust Fund subject to PAYGO 
(i.e., outlays classified as mandatory) consistent with the recommendations of the 
National Commission on Fiscal Responsibility and Reform. This framework would align 
outlays with revenue on the mandatory side of the budget, which is intended to close 
loopholes in budgetary treatment and support the important goal of generating broad 
consensus for a fiscally responsible transportation plan. 

7. Without a dedicated source of funding for these projects, won’t the funding for highways 
and transit be diluted? 

Response: 

No. Under the proposal, revenue from current excise taxes that are currently dedicated to 
the Highway and Mass Transit Accounts of the Highway Trust Fund would be similarly 
dedicated to the Highway and Mass Transit Accounts of the new Transportation Trust 
Fund. In addition, the Administration proposes to work with Congress to provide 
additional revenue beyond the existing structure that will not add to the deficit for all four 
proposed accounts of the Transportation Trust Fund. 

8. How do you plan to ensure that money from highway users does not get diverted to these 
new programs? 

Response: 

The proposal calls for the current taxes on highway users to be deposited in the Highway 
and Mass Transit Accounts of the new Transportation Trust Fund exactly as they are 
under current law to the comparable accounts in the Highway Trust Fund. 
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Rep. LaTourette ^ OFR ~ FHWA Hearing. 3/30/1 1 

A function of this subcommittee is to ensure that FHWA uses funds appropriately under federal 
law. A staple of this function is to hold FHWA accountable for creating consistent standards for 
awarding grants so that taxpayers and grant recipients know what is and is not an allowable use 
of federal funds. This becomes a main concern when dealing with federal funding awarded at 
the state level. As you know, a large amount of funding under FHWA goes directly to state 
divisions, which then have discretion to determine what is and is not an allowable use of grant 
funds. 

While it is critical for states to have the necessary flexibility to use federal funds for the projects 
that are best suited to the needs of that state, what is FHWA doing to ensure that the 
Administration uses consistent standards for evaluating these grants? A specific example I want 
to draw your attention to occurred in my home state of Ohio. Under the Congestion Mitigation 
and Air Quality Improvement Program, the published program guidance allows CMAQ funds to 
be awarded for alternative fuel, non-transit vehicles. Previously, FHWA awarded funding to 
three states for alternative fuel police cruisers. A sheriff’s department in Ohio submitted a 
flmding request to purchase alternative fuel police cruisers. The Ohio Division of FHWA 
granted eligibility for this funding in November 2010, but then later revoked that funding in 
January 2011. The sheriffs office was told that FHWA modified its program guidance and that 
these uses of funding were no longer eligible. I mention this example because it illustrates a 
situation where FHWA changed course midway and as a result, revoked a grantee’s previously 
approved eligibility. This action leaves this particular sheriffs office and all other grantees 
uncertain as to when FHWA will award grants consistent with the final program guidance or 
when the Administration will, without notice, change procedure and revoke eligibility to those 
who have relied upon that eligibility notification. What measures are you taking to address the 
need for stability and predictability in the grant-making process? 

Response; 

FHWA makes every effort to ensure that Federal requirements are consistently interpreted and 
applied throughout FHWA. To ensure consistent application of the cost principles on Federal- 
aid highway projects throughout the States, we have provided an alert to FHWA field offices 
regarding the application of government-wide cost principles, added information to our staff 
CMAQ Question & Answer listing, and provided updates through our Air Quality and 
Transportation Conformity Highlights newsletter. On May 24 and 25, 201 1 we held a Financial 
Management Discipline Support Seminar where time was devoted for instruction on consistently 
interpreting and applying the Federal cost principles to Federal-aid highway funded activities. 
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FHWA HEARING QUESTIONS - Congressman Steve Womack (AR-3) 

1) How has the shift of the Administration’s eye towards innovation through high speed rail 
affected the livelihood of highway projects that are currently underway, such as 1-49? 
And will 1-49 continue to be built in light of requests for money to be poured into 
building an entirely new rail system? 

Response: 

Since funding for high speed rail did not come from the Highway Trust Fund, funding for 
highway projects, including 1-49, was not affected. High speed rail will complement the 
services offered by other modes of surface transportation and aviation. The 
Administration supports continued robust investment in the Nation’s highway 
infrastructure for the period 2012-2017 and has called for a 48 percent increase over the 
previous authorization act, SAFETEA-LU. The proposal also includes a National 
Infrastructure Bank that could provide an additional source of grants or credit for large 
undertakings like 1-49. 


2) I would like to turn your attention to an intermodal project, the River Valley Intermodal 
Project. This facility includes both waterway and railway transportation capabilities. 
However, this project has been slow at best, and has stalled only until recently due to the 
requirement of a Stage Two Environmental Study, after the Stage One study unearthed 
pot shards, arrowheads, and signs of prehistoric fires. Millions are being spent on these 
studies, just in order to determine if we can even build the facility. It seems like our 
hands have been tied by environmental study after study on many transportation projects, 
and sometimes the project is abandoned entirely without study completion. How do we 
remedy this, in a time when we need to capitalize on innovative intermodal facilities the 
most? 

Response: 

There is no question that intermodal facilities serve an important transportation function. 
Informed Federal decision making is central to the NEPA process. This happens by 
ensuring that environmental information is available to public officials and to the public 
before decisions and actions are taken. This information is needed to help public officials 
make informed decisions that are based on a complete understanding of the 
environmental consequences of the proposed action (or project). 

The Russellville Intermodal Project referenced in this question involves a project area 
that is rich in archeological sites. A court decision against the USAGE for its preparation 
of an Environmental Assessment for this project put FHWA in the lead for the 
environmental review of the entire project, given we had already started an 
Environmental Impact Statement (EIS) for our portion of the project. An initial 
archeological survey was conducted for this project that identified most or all 
archeological sites based a literature review, surface indications and very limited 
excavation within the project’s area of potential effect. Due to the abundant number of 
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archeological sites discovered, including sites with a high potential for human remains, 
we found it necessary to conduct additional excavations to resolve the importance and 
degree of preservation of the sites before we could proceed to the selection of a preferred 
alternative, complete the EIS and issue a Record of Decision. This is a prudent course of 
action, to comply with NEPA, and also to be able to make a defensible decision should 
further litigation occur. Often, time spent during the NEPA process will allow the project 
to continue without a project shut-down later due to litigation. 
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April 4, 2011 


The Honorable Tom Latham, Chairman 
House Appropriations Subcommittee on Transportation 
2358-A Rayburn House Office Building 
Washington, DC 20515 

Dear Chairman Latham: 

As you prepare to close the record for the March 31“ budget hearing on the Federal Highway 
Administration (FHWA), 1 would greatly appreciate it if you could submit the following questions on 
adaptive traffic control systems. It is my understanding that the FHWA announced efforts to develop a 
“filtering system” by June 201 1 to determine which adaptive signal control technologies can qualify for 
federal funding. However, 1 am unaware of any authorization or the process by which these new 
regulations are being developed. In addition, given my concerns over how FHWA has proceeded with 
this matter to date, I want to insure that this process remains transparent so the FHWA does not unfairly 
exclude the best available technologies to the great detriment of American taxpayers. 

Questions on behalf of Congressman Yoder concerning Adaptive Traffic Control Systems: 

1 . What authority does the FHWA have to develop a new filtering system for the use of federal funds 
for the deployment of adaptive traffic control systems? How will the metrics be created? Will this be 
a transparent process and how will public and vendor input be incorporated? 

Response: 

FHWA is not developing a filtering system for the use of Federal funds for the deployment of 
adaptive traffic control systems. There is, however, a systems engineering process in place 
to select appropriate adaptive signal control technology (ASCT) for a given set of 
circumstances. This process facilitates and considers an implementing agency’s objectives, 
needs, operations and maintenance capability, and resources. A systems engineering process 
is required to guide the implementation of all Intelligent Transportation Systems (ITS) 
projects as outlined in section 940.1 1 of title 23, Code of Federal Regulations. 

At a minimum the analysis must include: 1) identification of portions of the regional ITS 
architecture (23 CFR 940.9) being implemented; 2) identification of participating agencies' 
roles and responsibilities; 3) requirements definitions; 4) analysis of alternative system 
configurations and technology options to meet requirements; 5) procurement options; 6) 
identification of applicable ITS standards and testing procedures; and 7) procedures and 
resources necessary for operations and management of the system. 

Deploying ASCT is one of the goals of FHWA’s Every Day Counts (EDC) innovation 
initiative, and FHWA has provided outreach and technical assistance to jurisdictions 
interested in programming and installing adaptive control systems, FHWA is also 
developing technical assistance to support the systems engineering approach that is particular 
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to ASCT installations. This guidance will be available soon and will assist agencies in 
applying the principles of systems engineering; it -will be product and technology neutral. 

FHWA is also developing an ASCT evaluation methodology and measures of effectiveness 
(MOEs) that will produce credible, technology-neutral, ASCT benefits information for 
decision-makers, operators, and users. This methodology will be vetted with the vendor and 
engineering communities. The evaluation methodology will help State and local agencies 
consistently quantify the benefits of their localized installations and system efficiencies, as 
well as demonstrate more fully the benefits of ASCT. 


2. Why does the FHWA website associate ACS-Lite, one of the systems being considered, as a 
government product? 

Response: 

In the past several months, we have reviewed the content of our website to ensure that it is 
clear that there are multiple ASCT products and suppliers and that it does not contain 
information that could be construed as promoting or endorsing a specific ASCT product. 
FHWA sponsored the development of the ACS-Lite software, beginning in 2002, to fill a 
documented need for an ASCT product that could be used in smaller closed loop traffic 
signal systems. The four vendors that assisted in the development of the ACS-Lite software 
now offer ASCT products that are likely based on the ACS-Lite software. FHWA is not 
involved in the marketing or sale of these products. 


3. What are the job descriptions of the FHWA employees associated with ACS-Lite? 

Response: 

FHWA employees involved with deployment of ASCT are located in the Offices of 
Operations, Operations Research and Development, and Technical Services. These 
employees are primarily technical specialists in the areas of arterial management and traffic 
signal operations. 

4. Are federal funds being used to further develop and promote ACS-Lite technology? If so, please 
provide details for all expenditures related to adaptive traffic control technology. 

Response: 

FHWA is not developing or promoting available ACS-Lite vendor products in any of our 
ongoing work. FHWA does continue to use the ACS-Lite software in its ongoing research 
on traffic management solutions to inform and improve our knowledge of ASCT. ASCT is 
one of five technologies included under FHWA’s Every Day Counts Accelerating 
Technology and Innovation Deployment initiative. The ASCT portion of this initiative seeks 
to mainstream the use of ASCT to improve safety, reduce congestion, and keep America 
moving and competitive in the global market. 
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Thank you for your consideration in this matter. Please fee! free to contact me or my Legislative 
Director Patrick Carroll, if you have any questions. 


Sincerely, 


Kevin Yoder 
Member of Congress 
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State of Highway Trust Fund 

Mr. Mendez, the Congressional Budget Office estimates that, under the President’s budget 
proposal, both the highway and mass transit aceounts of the Highway Trust Fund will have a 
negative cash balance by 2013. 

• Please outline the measures that FHWA will employ as the balances In the highway 
trust fund fall below $8 billion. 

Response: 

The Department of Transportation (DOT) closely tracks the status of the Highway Trust 
Fund cash balances. If the cash balance approaches $4 billion, DOT will implement cash 
management procedures that were developed in 2008 when the HTF experienced a cash 
shortfall. In this situation, reimbursements to States and other grantees would be delayed 
and potentially constrained by revenues available to the HTF. Specifically, DOT would 
take the following steps: 

• Eight weeks before the cash balance is projected to fall below $1 billion, DOT would 
notify stakeholders of the pending Highway Account cash shortfall and the steps 
DOT will take to manage the situation. 

• If the balance in the Highway Trust Fund drops below $ 1 billion, FHWA would move 
from daily to weekly payments. 

• Once requested weekly payments exceed cash on hand, FHWA would move to a 
proportional payment schedule. FHWA would determine an overall percentage to be 
paid, and each state would receive a proportional share based on their payment 
requests for that period, 

• FHWA would move from a weekly payment cycle to a bi-weekly payment cycle once 
there are insufficient funds in a given week to meet any state grant payment requests. 
At this point, FHWA would align its payment schedule with the bi-weekly receipt 
received into the Highway Aecount of the Highway Trust Fund. 


What impact will these cash management efforts have on State infrastructure 
efforts? 
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Response; 

If the HTF balance falls below $8 billion, the slowing of payments to the States to cover 
completed work will place a hardship on them. At a minimum, States would be left to 
cover payments to their contractors with reduced Federal assistance. The ability of States 
to cover these payments will vary depending on their general financial status. If the 
Highway Trust Fund cash shortfall continued for an extensive period of time. States 
would probably cease starting new projects and perhaps shut down projects already 
underway. 


Alternatively, some have suggested that the highway program should only be funded at a level 
equal to the revenues that it collects. CBO estimates that receipts plus interest in FY 20 1 2 to 
the highway account will be just over $32 billion. 

• How would a $32 billion highway program affect the conditions and performance of 
the existing surface transportation system? 

Response: 

The biennial Status of the Nation ’s Highways, Bridges, and Transit: Conditions and 
Performance Report to Congress (C&P report) includes a series of scenarios that estimate 
the combined capital spending by all levels of government that would be needed to 
achieve selected levels of performance over 20 years. Building on the analyses 
developed for the 2008 C&P report, the President’s FY 2012 Budget projected significant 
improvements to pavements and bridges on an enhanced National Highway System 
(NHS) that would add all principal arterials to the existing NHS. Based on the Federal- 
aid highway program size in the Budget and the ongoing impacts of the American 
Recovery and Reinvestment Act, the percent of travel on pavements with good ride 
quality on the enhanced NHS was projected to rise to almost 70 percent by 2017. At the 
same time, the current backlog of potential cost-beneficial bridge rehabilitation and 
replacement investments would be cut by almost half relative to its 2006 level. These 
analyses assumed that State and local highway investment would keep pace with inflation 
over this period, and that the composition of State and local highway capital spending 
would remain generally consistent with recent trends. 

In contrast, a sustained Federal-aid highway program level of $32 billion per year is 
projected to result in only 63 percent of travel on the enhanced NHS occurring on 
pavements with good ride quality by 2017. Meanwhile, the projected bridge investment 
backlog would begin to worsen starting in 2012, rising to a level almost 40 percent higher 
than the projection for 2017 based on the President’s Budget. 

The situation on other Federal-aid highways not on the enhanced NHS is projected to be 
significantly worse. Assuming a $32 billion Federal highway program, the percent of 
non-NHS travel on pavements with good ride quality is projected to fall from 42 percent 
in 201 1 to 35 percent by 2017. Over this same period, the projected amount of delay 
experienced annually by the average driver is expected to rise by 2.9 hours. 
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• Can we expect any substantive expansion of our highway system at these funding 
levels? 

Response: 

According to the 2008 C&P report, approximately 20.6 percent of total highway capital 
spending by all levels of government combined was used for construction of new roads 
and bridges, while 17.6 percent was used for widening existing roadways. The 
investment scenarios presented in that report suggest that if highway spending levels 
were sustained at current levels or reduced, it would be cost-beneficial to shift some of 
this investment away from capacity expansion towards the rehabilitation of existing 
highway and bridge assets. However, there are still significant opportunities for 
investments in capacity expansion that would be expected to yield relatively high benefits 
relative to their costs. Thus, even if Federal funding levels were significantly reduced, it 
is likely that States and local governments will continue to split their highway capital 
spending among system rehabilitation, system enhancement, and system expansion, 
although the rate of expansion of the highway system may be reduced. 

Cross-Border Transportation 

The Administration’s “up ffonf’ infrastructure proposal includes $2.2 billion for cross-border 
transportation investments at Land Port of Entry facilities. Your budget states that funds would 
be transferred to the General Services Administration (GSA) for design, management, 
construction or modernization of these facilities that are used by DOT or the Department of 
Homeland Security. 

• Why is the Administration sending these funds through DOT instead of providing 
them directly to GSA? 

Response; 

The proposed $50 billion of “Up-Front” funding includes a number of initiatives to 
rebuild, modernize and improve the performance of our nation’s transportation 
infrastructure. The $2.2 billion request to make necessary improvements at Land Ports of 
Entry (LPOE) facilities, which link directly to the transportation infrastructure, is an 
integral part of this proposal. Because the primary purpose of this initiative is to address 
transportation infrastructure, the request is in the Department of Transportation’s FY 
2012 budget request but the funding will be transferred to GSA to administer the funds. 

• What funds are assumed in either the GSA or DHS budgets for these investments? 
Response: 

GSA’s FY 2012 budget request includes $370 million in funding for five Land Port of 
Entry projects which will address improvements at existing LPOE locations. The $2.2 
billion requested by DOT will support the both the construction of new and 
modernization of existing facilities necessary to facilitate cross border transportation of 
both people and goods. 



420 


Transportation Leadership Awards 

The Transportation Leadership Awards program is a new $1.3 billion competitive grant program 
to incentivize State DOTs, Tribal governments and metropolitan planning organizations to 
implement innovative strategies in planning, management, spending and project delivery. 

• Can you give us some examples of the kinds of projects that this program would 
fund? 

Response: 

The Transportation Leadership Award program includes two types of grants. The first, 
“Transportation Leadership Awards,” is designed to fund a program of projects that are 
intended to address cross-cutting performance needs. The second, “Managing 
Performance Grants,” is designed to fund initiatives that will increase a transportation 
organization’s capacity to better manage performance and to identify programs that can 
be funded under the “Transportation Leadership Awards” program. 

The first grant program would encourage transportation organizations to make difficult 
reforms that would institutionalize best practices and innovations in transportation 
policy. This program would not fund individual projects but, rather, would fund a 
program of projects that: 

• Include the priorities of MPOs within the applicant’s jurisdiction as identified in 
their TIPs; 

• Demonstrate superior return on investment and competitive value for taxpayer 
money by means of a benefit-cost analysis of alternatives; 

• Are developed through a multimodal performance based, comprehensive 
transportation planning process that includes linkages to housing, economic 
development, environment, land use, and other infrastructure investment planning 
and investment and with strong, interactive public input and awareness.; and 

• Further transportation policy best practices and reform initiatives. 

A wide range of programs could be funded under this grant program provided they 
address the performance areas listed above. Best practices that are proven to be effective 
would be encouraged. These practices could include both the delivery of multi-modal 
projects and the deployment of technologies/innovative approaches to encourage 
performance-driven, outcome-based decisions. Examples of best practices that would be 
encouraged include: 

• Commitment to a variety of sustainable and innovative non-federal sources of 
transportation funding that provides flexibility to make investments across all 
modes; 

• Analytical tools in the investment decision-making process; 

• Practices that increase the efficient use of system capacity and reduce the need to 
invest in new highway capacity; 
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• Technologies and training to improve the condition and performance of 
transportation networks; 

• Adoption of laws, rules, and regulations, and a commitment of resources toward 
practices that reduce transportation-related fatalities and injuries, improve air 
quality, reduce greenhouse gas emissions, enhance community quality of life, and 
expand transportation choices; 

• Integration of transportation planning and investment decisions with other land- 
use and economic development decisions; 

• Collection and use of data in longitudinal analyses of investment performance and 
return on investment; and 

• Performance-based distribution process for the allocation of a significant portion 
of non-Federal funds and Federal transportation formula funds under the control 
of the applicant. 

The second grant is designed to fund initiatives that would build the technical and 
organization capacity of transportation organizations so that they could be in a better 
position to carry out the reforms encouraged through the first grant. Typical initiatives 
that could be funded under this grant include: 

• Data collection, storage, and analysis systems; 

• Advanced transportation modeling, simulation, and analysis; and 

• Staff training to utilize new, more advanced systems and departmental 
reorganization to support implementation of best practices. 

• How is it different than the TIGER program which is also requested in the budget 
(at $2 billion)? 

Response: 

The $2 billion included in the FY2012 budget for National Infrastructure Investments is 
very similar to the TIGER program. This $2 billion investment is part of the $50 billion 
up-front funding in FY2012 to provide a one-time economic boost for transportation 
programs. This investment is intended to fund innovative individual infrastructure- 
related projects, including planning activities, that will have a significant impact on the 
Nation, a metropolitan area, or a region. 

The Transportation Leadership Program differs from this investment in that it: 

• is intended to provide grants over multiple years; 

• is focused on funding a program of projects and initiatives supporting that 

program for a broader range of projects (more than individual infrastructure-related 

projects); 

• provides funding to build technical and organizational capacity; 

• is focused on institutionalizing reform; and 

• is intended to fund a “program of projects” rather than individual projects. 
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• Your budget indicates that Transportation Leadership Award projects would range 
from $100 million to $1 billion which would indicate that only a handful of projects 
might get funded. How would rural communities benefit from this program? 

Response; 

The goal of this program is to award the top 10 to 15 applications submitted per year 
under the first grant and to award as many applications as possible under the second 
grant. A maximum award level would be determined based on the jurisdiction’s Federal- 
aid apportionment level, the size of transportation network, and population. It is 
envisioned that only a small percentage of the applications would be eligible for the $1 
billion maximum award level. In addition, organizations would be encouraged to work 
together to submit applications for programs that address comprehensive multi-modal 
solutions that offer benefits, where needed, in both rural and urban areas, and are 
coordinated through multiple transportation owners and other partnering 
agencies/organizations which should result in larger, well coordinated and planned 
applications. The selection process will be designed to award grants to the most 
promising proposed programs in a manner that will ensure for an equitable distribution of 
funds across multiple performance and geographic areas. 


Surface Transportation Revenue Alternatives Office 

The budget includes a $20 million request to establish a new Surface Transportation Revenue 
Alternatives Office. This office will research and demonstrate alternative revenue options for 
funding the surface transportation program, however, the stated focus appears to be on the 
implementation of a national mileage based user fee. 

• Mr. Mendez, at the Secretary’s testimony yesterday, he mentioned that the 

Administration is opposed to a VMT tax. How does a mileage based user fee differ 
from a VMT tax? They seem to be somewhat similar. 

Response: 

The Surface Transportation Revenue Alternatives Office and associated resources are no 
longer included in the FHWA FY 2012 budget request. Budget justification and other 
materials containing descriptions of this proposal should be disregarded. 


• What other revenue alternatives will this office explore? 

Response; 

The Surface Transportation Revenue Alternatives Office and associated resources are no 
longer included in the FHWA FY 2012 budget request. Budget justification and other 
materials containing descriptions of this proposal should be disregarded. 

The budget also states that $300 million is requested for this program over the life of the 
6-year reauthorization bill. 
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• What are the out-year plans for these funds? 

Response: 

The Surface Transportation Revenue Alternatives Office and associated resources are no 
longer included in the FHWA FY 2012 budget request. Budget justification and other 
materials containing descriptions of this proposal should be disregarded. 

Program Consolidation 

The Administration’s proposal consolidates more than 55 programs authorized under SAFETEA- 
LU down to 5 core programs. 

• What value will a more streamlined surface program bring to States and localities? 
Response: 

Each of the dozens of Federal-aid highway programs under current law has its own 
program-specific requirements, eligibilities, and processes. Consolidating and 
streamlining the overall Federal-aid highway program would reduce the administrative 
burden on funding recipients and allow them greater flexibility to fund their highest 
priority projects. 




Wednesday, April 6, 2011. 


FEDERAL AVIATION ADMINISTRATION 
WITNESS 

J. RANDOLPH BABBITT, ADMINISTRATOR, FEDERAL AVIATION ADMIN- 
ISTRATION 

Mr. Latham. Good morning. We want to welcome the adminis- 
trator of the Federal Aviation Administration (FAA), Randy Bab- 
bitt, to the Subcommittee to testify on the administration’s Fiscal 
Year 2012 budget proposal. 

Your agency faces a familiar problem that we have throughout 
our Subcommittee. You have increasing operating costs and expen- 
sive capital and research initiatives that require more and more 
funding. This Subcommittee will be writing a bill that will be freez- 
ing funding levels at Fiscal Year 2008 or lower. While many of 
these programs and funding proposals are good ideas in the ab- 
stract, we are forced to prioritize. The last several FAA budget pro- 
posals and your labor agreement with the National Air Traffic Con- 
trollers Union (NATCA) ignored any future-year cost impacts, and 
you can no longer take that approach. 

This new fiscal reality, combined with the complexities of oper- 
ating a national airspace system 24 hours a day, 7 days a week, 
would be challenging enough. However, many of your major acqui- 
sitions struggle to stay within the original schedule or cost esti- 
mates. 

In particular, the En Route Automation Modernization program, 
or ERAM, has been nothing short of disappointing. We now have 
spent 3 years at Salt Lake City and Seattle trying to get this pro- 
gram ready for national deployment. The original schedule called 
for 12 months of testing at these locations. The usual protocol is 
to have an independent team evaluate the program before it is ex- 
panded nationally. The independent team concluded on March 
18th, and I quote, “The independent operational assessment team 
determined that ERAM is not operationally ready for national de- 
ployment,” end quote. The team found 17 different safety risks. 
And, in spite of this, the FAA signed an in-service decision that 
paves the way for national deployment. I am deeply concerned and 
believe this is the wrong approach. 

The ERAM program that we have already spent $2 billion on — 
and I have little confidence this won’t cost taxpayers an additional 
$500 million over the baseline at the very least. If the FAA cannot 
prove that it has the capability to do major acquisitions like ERAM 
and NextGen on time and on budget and clearly demonstrate the 
benefits, significant portions will not be funded. We simply can’t af- 
ford it. 
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The challenges ahead are very significant, as you are well aware. 
And we have a lot of ground to cover here today. 

So, with that, Mr. Olver can’t be here, so we are very pleased to 
have Mr. Pastor here. And the gentleman is recognized. 

Mr. Pastor. Thank you, Mr. Chairman. 

Good morning, Mr. Babbitt. Thank you for being with us today. 

The FAA is requesting $18.7 billion in budgetary resources, of 
which $3.4 billion is part of the administration’s up-front invest- 
ment in transportation infrastructure. Overall, this is a relatively 
fiat budget request. 

While airline passenger levels remain below the 2008 levels, traf- 
fic is expected to return. In that regard, we must continue to invest 
to improve our aging aviation infrastructure in order to accommo- 
date future passenger growth. The FAA’s NextGen program will 
also play a key role in modernizing the air traffic control system. 

At the same time, FAA must remain committed to its core mis- 
sion of safety. The incident last week with the cracked fuselage 
demonstrates the important role that FAA plays for the traveling 
public. 

Finally, the FAA’s most important asset is its workforce. Every 
controller, inspector, airport ground administrator, manager, and 
rank-and-file employee is critical to the success of the agency. 

I look forward to your testimony. 

And I yield back, Mr. Chairman. 

Mr. Latham. I thank the gentleman. 

And I would like to have you have your opening statement. Obvi- 
ously, your written statement testimony will be included for the 
record, but if you could — somewhere around 5 minutes would be 
wonderful. 


Opening Statement 

Mr. Babbitt. Yes, sir. 

Mr. Latham. Thank you for being here. 

Mr. Babbitt. I appreciate the opportunity, Mr. Chairman and 
Ranking Member Pastor, members of the committee. I do appre- 
ciate this opportunity to discuss the administration’s — 

Mr. Latham. Apparently the microphone is not working. 

Mr. Babbitt. Are we doing better now? All right. Thank you. 

Well, good morning again, Mr. Chairman, Ranking Member Pas- 
tor, Members of the Subcommittee. I appreciate very much this op- 
portunity to discuss the administration’s budget request for the 
Federal Aviation Administration in fiscal year 2012. 

First off, everyone at the FAA is committed to continuing to run 
the safest and most efficient airspace system in the world. I would 
like to address up front some recent safety events that have been 
in the news so you will know exactly what action we are taking. 

Last Friday, Southwest Airlines suffered a breach of the hull on 
one of their aircraft. The investigation into that is ongoing, and we 
are working with the NTSB. 

I would note that the professional crew, the pilots and the flight 
attendants, did an absolutely outstanding job of landing the air- 
craft and caring for their passengers. Our air traffic controllers 
were also very critical in facilitating the safe and rapid descent of 
that airplane. 
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Yesterday, we issued an airworthiness directive to require en- 
hanced inspections of these early generation 737 aircraft after they 
reach certain flight-cycle limits. This is to ensure the continued 
safe operation of the fleet. 

The FAA has worked diligently over the last 20 years to develop 
a program dedicated to ensuring the safety of aging aircraft. As a 
result of thorough research, we have put in place stringent require- 
ments to prevent fatigue damage that encompasses both aircraft 
design and maintenance. As a part of this effort, just 6 months ago, 
we issued a widespread fati^e damage rule to proactively address 
the additional required maintenance actions and to ensure the 
safety of our older aircraft. 

Make no mistake, Friday’s event was very serious, but I want to 
make absolutely certain that what we learn from this accident gets 
incorporated into our requirements for reviewing aging aircraft. 
Therefore, I am asking my team to review our aging aircraft pro- 
gram to ensure we are asking the right questions and taking full 
advantage of all available data. I want the traveling public to be 
assured that the system they fly in and that the airplanes they fly 
in meet the highest levels of safety. 

I also want to take a moment to address the issue of the air traf- 
fic controller who failed to perform his duty at Reagan National 
Airport last month. As I said at the time, I was personally outraged 
at that lapse, and the controller has been suspended from oper- 
ational duties. 

Furthermore, we have taken several steps to ensure that a simi- 
lar incident will not happen again. We placed a second controller 
on the midnight shift at Reagan National Airport. That airport has 
unique security issues that surround it. We have taken similar 
steps to provide coverage at other airports. During overnight shifts 
we have directed, therefore, that controllers contact their counter- 
parts at selected facilities prior to transferring aircraft and to con- 
firm that there is a controller ready to handle the incoming flight. 

I have also ordered a nationwide review of the air traffic control 
system to confirm that the appropriate backup procedures and 
equipment are both in place and in use. Today, we staff our towers 
based on the level of traffic that is handled as well as other oper- 
ational concerns, such as national security and defense. A prelimi- 
nary analysis of selected airports shows us that we may need to 
shift schedules, add equipment, or redeploy personnel at some tow- 
ers to achieve the appropriate coverage. We will work with NATCA 
as well as Congress to reach final decisions on how we handle 
going forward. 

I am determined that we will not repeat this unacceptable inci- 
dent. 

Aviation itself is an economic engine for this country. We move 
passengers, we move freight, and we ensure that our economy re- 
mains competitive and prosperous. As a former airline pilot and 
businessman, I want taxpayers to know that the money in this 
budget will be well-spent. So I want to share with you, if I could, 
the business case for this budget request. 

We are facing a very pivotal time in aviation history. We are 
transforming to NextGen. We are moving from ground-based radar 
to satellite-based navigation. Air travel will be more precise, it will 
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be safer, it will be more efficient, and more environmentally friend- 
ly. We need to embrace this opportunity and lead the way. 

The President’s FY 2012 budget is designed to maintain and en- 
hance the operational safety and to invest in our infrastructure and 
technology. In doing this, we will improve efficiency, we will reduce 
our environmental impact, and we will create thousands of jobs. 

Our budget contains very limited discretionary increases and em- 
phasizes cost-efficiency. We are taking a good look at our own orga- 
nizational structure. We are making changes to create a more 
streamlined and efficient agency. As NextGen changes the way the 
whole world manages air traffic, we are transforming the way we 
do business at the FAA to embrace it. 

NextGen makes safety sense. It makes business sense. It gets 
passengers where they want to go more quickly. It cuts fuel-burn. 
Most importantly, it pays for itself with a very positive rate of re- 
turn. Delaying infrastructure investments means the long-term 
cost to our Nation, to our passengers, and to our environment will 
far exceed the cost of going forward with technology of today. Some 
airlines are already capitalizing on this. They have done the math 
and they have seen the business case for equipping with NextGen. 
They are capturing real dollar savings today. 

The infrastructure of the future is going to be a marriage of 
NextGen procedures with our airports, our runways, our airlines, 
and our flight crews. The budget supports the airport grant pro- 
gram as well, which enhances safety and efficiency while maintain- 
ing capacity, and addressing the expanding needs of our aviation 
system. 

This budget also pays for safety inspectors to inspect the latest 
generation of innovative aircraft that Americans are building 
today. We don’t want to be the chokepoint in the assembly line. We 
want to certify the aircraft and the equipment and the procedures 
to keep the aviation economic engine running. So I would sincerely 
ask your support in helping the men and women of this agency 
that perform the tasks they so proudly handle day-in and day-out. 

So I thank you, and appreciate this opportunity. I would be 
happy to answer any questions that you might have. 

[The information follows:] 
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STATEMENT OF 

J. RANDOLPH BABBITT, ADMINISTRATOR 
FEDERAL AVIATION ADMINISTRATION 

BEFORE THE COMMITTEE ON APPROPRIATIONS, SUBCOMMITTEE ON 
TRANSPORTATION, HOUSING AND URBAN DEVELOPMENT, AND RELATED 

AGENCIES 

APRIL 6, 2011 

Good morning. Chairman Latham, Ranking Member Olver, and Members of the Subcommittee. 
Thank you for the opportunity to discuss the Administration’s Fiscal Year (FY) 2012 budget 
request for the Federal Aviation Administration (FAA). 

FY 2012 Budget 

The FAA’s mission is to provide the safest, most efficient air transportation system in the world. 
We have proudly delivered on this promise for over 50 years, providing the world’s leading 
aviation system and setting an unparalleled standard for safety and efficiency that is emulated 
globally. Since 2001, we have managed over 600 million airport operations, including more than 
93 million successful flights on U.S. commercial aircraft, transporting over 6.5 billion passengers 
safely to their destinations. Commercial aviation fatality rates are at historic lows and the number 
of commercial air carrier accidents has decreased 83 percent since the raid-90s. In the last 10 
years, 16 new runways have opened at large commercial airports. And we’ve put in place 
financial systems that have helped us better account for and save taxpayers’ money. Despite our 
many successes, there is still more to be done. 

The demand for FAA services has never been more complex or comprehensive. We are heading 
into a period of unprecedented challenge as we pilot the future of aviation into our skies and into 
space. We must work to stay ahead of changing technological, economic, social, environmental 
and energy needs of both our nation and our global partners. We are confident that the 
President’s 2012 budget request will enable us to take aviation to the next level of safety, while 
providing the public, U.S. business, and our international partners with secure, convenient, and 
environmentally sustainable air travel. 
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Our vehicle for this transformation is the Next Generation Air Transportation System (NextGen), 
which will enable increased safety, capacity and efficiency while providing for a cleaner 
environment and bolstering America’s continued economic growth. The next fifteen years 
promise to be a pivotal time in the history of air transportation, as the face of aviation is 
transformed around the world. Parts of NextGen are already on the ground and in cockpits, and 
are improving air travel for passengers and aviation professionals today. From flight decks to 
control towers, our system is already changing, delivering access through innovation. As we 
change, FAA remains deeply committed to providing the safest, most advanced and efficient 
aviation system in the world, and to ensuring air transportation is safe and efficient wherever 
U.S. citizens travel. 

We must continue to fulfill our mission for the flying public, delivering a safe and efficient 
system that continues to set the global standard. We are working to promote an increased sense 
of professionalism and accountability, while fostering a culture of vigilance and safety. We also 
aim to support aviation’s crucial role in our Nation’s economic recovery, building on today’s 
successes to meet tomorrow’s growing demands. That means delivering on the promise and 
benefits of NextGen, offering economic and environmental efficiencies and technologies that 
support America’s ability to shape international aviation standards and development around the 
world. 

Operations 

The FY 2012 request of $9.8 billion is an increase of $443 million above the FY 2010 enacted 
level, representing a 4.7 percent increase over two years. Our request provides $161 million to 
uphold our air traffic controller collective bargaining agreement, while providing for other major 
initiatives, including development of the performance-based navigation routes and procedures 
necessary to support NextGen, increased safety staffing, enhanced Information System Security 
protection, implementation of environmental and energy technologies, and appropriate staffing to 
improve safety and hazardous materials compliance. The request also supports annualization 
costs of new hires, adjustments for inflation, and maintenance and operating costs of National 
Airspace System (NAS) systems and equipment. 
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The FY 20 1 2 request maintains our critical Aviation Safety inspector staff changes from recent 
years, while further increasing overall Aviation Safety staffing by 178 positions. The request, 
recognizing increasing flight operations and complexity, adds 100 new safety inspectors to 
implement new flight procedures, operation methods, airmen qualifications, and Air Carrier 
Evaluation Program functions. These inspectors will also oversee the conformity of new designs 
and the production of new aircraft and aircraft parts. We must be responsive to innovation in our 
nation’s market place while ensuring that safety always remains our top priority. We must certify 
new aircraft and new equipment as expeditiously as possible so as not to become a bottleneck in 
the industry’s assembly line. The FY 2012 request enables FAA to perform additional 
rulemaking, certification, and outreach activities necessary to move NextGen forward. 

As NASA retires the Space Shuttle, it will begin to utilize commercial space transportation 
systems to access the International Space Station (ISS). The FAA is solidifying our relationships 
with the Air Force and with NASA to ensure a seamless transition to a commercial space 
transportation model that provides access to the International Space Station (ISS) as we focus on 
the development of commercial human spaceflight systems. 

This change increases the workload of FAA’s Office of Commercial Space Transportation. In 
response, our FY 2012 budget supports the FAA Commercial Spaceflight Technical Center at the 
Kennedy Space Center in Florida and includes $1.3 million to begin development and 
implementation of safety requirements for commercial human space flight. We also request $5 
million to establish a Low-Cost Access to Space Incentive program. 

We must protect against persistent and organized threats that beset FAA systems every day, as 
hackers launch attacks that may compromise service to our users. We must also improve safety 
standards and compliance for hazardous materials transportation, while meeting an increased 
requirement for security investigations of new hires and existing staff. The budget request 
includes the enhancement of FAA’s Cyber Security Management Center to increase information 
system security protection and increased staffing to more effectively support our intelligence 
activities and oversight of hazardous materials in air commerce. 
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The FY 2012 Operations request includes $65 million in cost savings that the Air Traffic 
Organization expects to realize. We expect the FAA Flight Services contract to save FAA $1 .9 
billion over its thirteen year lifespan and $8 million in FY 2012. The Aviation Safety 
Organization expects to achieve an additional $2.4 million in administrative efficiencies. Finally, 
our budget request incorporates base transfers that better align our resources with organizational 
functions. 

Facilities & Equipment IFAEl 

Our FY 2012 budget request allows FAA to meet the challenge of improving the capacity and 
safety of the current NAS while keeping our comprehensive modernization and transformation 
efforts on track. The request of $3 . 1 billion represents an increase of $ 1 84 million (6 percent) 
above the FY 2010 enacted level. 

To spur job growth and initiate sound multi-year investments, the President’s Budget includes a 
$50 billion boost above current law spending for roads, railways and runways. As part of this 
initiative, our F&E request includes $250 million in mandatory General Fund appropriations that 
will be used to advance NextGen and make near-term improvements in FAA’s air traffic control 
infrastructure. $200 million will be used to accelerate applied research, advance development, 
and implement engineering solutions for NextGen technologies, applications, and procedures 
while $50 million will be used to upgrade existing capita! infrastructure such as power systems 
and air traffic control centers and towers. 

The F&E NextGen portfolio is $1.14 billion in FY 2012, a 44 percent increase above the FY 
2010 enacted level. This funding will continue our ongoing NextGen modernization activities, 
including nation-wide Automatic Dependent Surveillance - Broadcast (ADS-B) deployment, and 
would allow the awarding of a data link communications services contract. In addition, funding 
is requested for NextGen future facilities investment planning and follow-on En Route 
Automation Modernization (ERAM) data side-position development for future NextGen 
capabilities. 

The remainder of our investment - representing $2 billion - will be in legacy areas, including 
our extensive infrastructure, power systems, information technology, navigational aids, and 
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weather systems. In FY 2012, FAA plans to award four tower construction contracts. Funding is 
also requested to replace and upgrade aging aerospace medical equipment needed to perform 
research in pilot certification and performance, aircrew health, atmospheric and radiation risk 
data, and other medical areas to keep FAA in the forefront of aeromedica! research. 

Research. Engineering, and Development fREfeDl 

The FY 20 1 2 request of $ 1 90 million remains essentially unchanged from the FY 20 1 0 enacted 
level. The RE&D NextGen portfolio is $77 million, a $5 million increase from the FY 201 0 
enacted budget. Our request will support FAA’s continued work in both NextGen and other 
research areas such as fire research and safety, propulsion and fuel systems, advanced materials 
research, aging aircraft, and environment and energy. 

The request supports our research to enable the use of “drop in” sustainable jet fuels for 
commercial aviation, reinforcing American leadership in clean technologies and enhancing 
energy supply security. It also supports developing alternatives to leaded aviation gasoline to 
lessen general aviation environmental impacts. Other environment and energy investments 
($35.8 million including NextGen) support a range of research activities, from improved science 
and modeling capabilities that characterize and quantify aviation’s environmental impacts to 
maturing certifiable clean and quiet aircraft technologies via the continuous low energy, 
emission and noise (CLEEN) program and other vehicles. 

FAA must meet our nation’s growing need for Unmanned Aircraft Systems (UAS). Our RE&D 
request continues to support this critical area, providing $3.5 million to develop minimum 
performance requirements for Ground Control Stations and to revise standards and guidance that 
address UAS crew resource management and training for both pilots and crewmembers. 

Grants in Aid for Airports (AIP) 

Airports remain the critical foundation of our nation’s aviation system infrastructure. Our FY 
2012 request provides the funding needed to ensure safety, capacity, and efficiency at our 
nation’s airports through a combination of continued grant funding and an increase in Passenger 
Facility Charges (PFCs). Our FY 2012 request totals $5.5 billion for the Airport Improvement 
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Program, which includes $2.4 billion from the Airport and Airway Trust Fund and $3.1 billion in 
mandatory General Fund resources. The FY 2012 request will continue our focus on safety- 
related development projects, including runway safety area improvements, runway incursion 
reduction, aviation safety management, and improving infrastructure conditions. 

The budget proposes to lower funding for ongoing airport grants to $2.4 billion by eliminating 
guaranteed funding for large and medium hub airports. The proposal is consistent with the 
recommendation of the President's National Commission on Fiscal Responsibility and Reform to 
eliminate grants to large and medium hub airports. Our budget continues to support smaller 
commercial and general aviation airports that do not have access to additional revenue or other 
sources of capital. The reduction in AIP funding for larger airports is premised on an increase to 
Passenger Facility Charges (PFCs) of $4.50 to $7.00 per enplanement, providing these airports 
greater flexibility to generate their own revenue. 

In addition, FAA requests a one-time appropriation of $3.1 billion in mandatory General Fund 
resources for the Grants-in-Aid program. While regular AIP eligibility will be suspended for 
large and medium-hub airports, eligible airports in all size categories will be able to compete for 
the $3.1 billion. Most of this funding will be used for runway construction and other airport 
improvement projects aimed at increasing overall system efficiency in the future. 

Our request also includes $101 million for Personnel & Related Expenses - an increase of $7.6 
million over FY 2010 - to support Safety Management Systems (SMS) training in the Office of 
Airports; improved joint use agreements between DOD and airports; data trend analysis; 
engineering support; field operations program / portfolio management/inspectors; and 
Information Systems Security (ISS) and privacy. 

The budget also provides $29.3 million for Airport Technology Research - an increase of $6.8 
million over FY 2010 - to support enhanced safety and pavement research efforts and conduct 
noise studies. In addition, the budget provides $15 million for Airport Cooperative Research. 

The American Recovery and Reinvestment Act provided resources to preserve and enhance 
safety, capacity and access while maximizing efficiency and operational performance. The FAA 
obligated 1 00 percent of the ARRA funds available for airport grants ahead of schedule. Work 
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has been completed on 98 percent of 372 airport grant projects at 334 airport locations 
nationwide. We have improved runways and taxiways, modernized terminal buildings, and 
provided aircraft rescue and firefighting improvements at airports that serve millions of 
passengers every year. Our commitment to successfully implementing ARRA established 
FAA’s place as a recognized leader in the Department of Transportation’s (DOT) efforts to bring 
Americans back to work. 

NextGen Implementation 

The FY 2012 budget request reflects FAA’s ongoing commitment to the implementation and 
deployment of innovative NextGen solutions. The application of these critical twenty-first 
century technologies represents a pivotal shift that will transform aviation, NextGen is already 
yielding immediate results for a safer America while working to maximize efficiencies to meet 
future demands. The investment in NextGen will reduce taxpayer and industry costs while 
safeguarding our world’s precious environment and resources. We are working in cooperation 
with industry toward a shared vision, leveraging powerful technologies and setting new 
standards for the future of global aviation. 

NextGen is our evolutionary blueprint for modernizing air transportation with revolutionary 
technologies. NextGen represents a wide-ranging transformation of the entire national air 
transportation system to meet future demand and support the economic viability of aviation 
while improving safety and protecting the environment. The application of critical twenty-first 
century solutions is already transforming aviation from a ground-based system of air traffic 
control to a satellite-based system of air traffic management. We continue to work in full 
partnership with industry, other agencies and departments, and our labor groups to achieve a 
shared vision, leveraging powerful technologies and setting new standards for the future of 
global aviation. 

Our FY 2012 budget request bolsters FAA’s NextGen investment $369 million above the FY 
2010 enacted level, an increase of 43 percent. The entire FY 2012 NextGen portfolio totals 
$1,237 million, distributed among F&E programs. Research, Engineering & Development, and 
Operations activities. 
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The FAA continues to support RTCA NextGen Mid-Term Implementation Task Force 
recommendations. Our FY 2012 budget request further emphasizes our commitments in the areas 
of surface, metroplex, runway access, cruise, as well as some cross-cutting recommendations. As 
FAA moves forward on NextGen implementation, we will continue to evaluate and adjust our 
strategies, priorities and deployment timelines in full collaboration with aviation stakeholders. 

We have also been working hard at our nation’s airports to reduce delays and improve the 
environment with NextGen initiatives that help curb fuel bum and emissions by improving 
surface efficiencies. We move forward with these initiatives knowing we might have to make 
adjustments due to new information, program interdependencies, realignment of priorities and 
other changes that can’t always be anticipated as we pursue our mid-term operational vision. 

FY 201 1 promises to be every bit as productive as last year. Design and implementation teams 
will focus on streamlining arrival and departure traffic at clustered metroplex airports. Our work 
on Data Communications is setting the stage for the delivery of a NextGen technology that the 
2009 RTCA task force identified as a priority. And the report of our ADS-B In mlemaking 
committee, due in September, will give us an indication of which cockpit-based ADS-B 
applications may be most important to the aviation community. 

Our FY 2012 budget includes $9 million in the Operations account for thirty new Aviation 
Safety staff to support the certification and oversight of NextGen systems and procedures. They 
will play a pivotal role in the implementation of several NextGen initiatives including efficient 
aircraft designs, revolutionary cockpits, data link communications, new interactive 
instrumentation, Safety Management System (SMS), and Aviation Safety Information Analysis 
and Sharing (ASIAS). This will enable AVS to review, process, and certify new NextGen-related 
technology applications from aircraft manufacturers and operators, as well as evaluate the safety 
aspects of changes in the airspace system proposed by the ATO. We also are striving to 
streamline our own internal processes to ensure that the NextGen capabilities emerging from our 
test beds and research centers begin producing operator benefits as quickly and safely as 
possible. The new policies, standards, and guidance produced by these additional staff will 
facilitate the transition of maturing NextGen research and development towards implementation. 
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ADS-B is a proven centerpiece component of NextGen, evolving from a radar-based system to a 
sophisticated satellite-derived aircraft location data system. Future ADS-B applications will 
provide surveillance, like radar, but will offer greater precision and additional services, such as 
weather and traffic information for pilots. In 2010, we successfully integrated ADS-B into all 
four air traffic control automation platforms at key sites across the country. Our ADS-B 
technology deployed in the Gulf of Mexico has opened up 250 thousand square miles of new, 
positively controlled airspace in the Gulf, in an area where radar cannot reach. 

We cleared the way to begin integrating ADS-B into FAA air traffic control facilities 
nationwide, and to train both our workforce and users. We have issued our ADS-B Out rule 
requiring aircraft operating in most controlled airspace to be equipped to broadcast their position 
to the ADS-B network by the start of 2020. This rule allows manufacturers to start mass- 
producing certified ADS-B avionics, which we believe will drive prices down, addressing a key 
concern of the operators. 

Our budget request includes $285 million for our continued rollout of ADS-B. This will ensure 
that our deployment of the ground infrastructure that will support ADS-B surveillance remains 
on time and on budget. We are installing more than 800 ground transceiver stations nationwide, 
and 330 ground transceiver stations have been installed to date. Of these, 260 are operationally 
providing services in the NAS, FAA plans to complete the ADS-B network in 2013. 

The budget designates $200 million from the president’s $50 billion “Up-Front Boost” in support 
of NextGen research, so we can stay on the forefront of the technology. We have enjoyed 
success in our early efforts to leverage surface data sharing in support of collaborative surface 
traffic management at select locations. We must continue developing innovative programs to 
manage air traffic and provide better weather data to general aviation and commercial carriers 
alike. 

The FAA has already produced a significant number of Performance Based Navigation (PBN) 
routes and procedures, exceeding our fiscal year 2010 goal. Our FY 2012 request also includes 
$26 million to improve performance based GPS-based precision approach and departure 
procedures, better known as Area Navigation/Required Navigation Performance (RNAV-RNP), 
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at airports across the country. Performance-based navigation offers our airline industry better 
routes, added capacity, improved on-time performance and lower fuel bills. Our country benefits 
from reduced airspace congestion, more efficient air travel, reduced emissions and a reduced 
dependency on oil. 

There is a strong business case for NextGen that many companies have already embraced. They 
are already seeing fuel savings. Fuel represents about 40 percent of an airline’s total expenses, 
on average. The cost of jet fuel has increased significantly in the last six months due to a number 
of factors. Southwest Airlines started using the precision procedures at a dozen airports this year 
and estimates it will save $60 million per year in fuel when it uses NextGen arrival procedures at 
airports across the country. Helicopters in the Gulf of Mexico have benefited from ADS-B 
technology, saving up to ten minutes and 96 pounds of fuel each flight. Airlines flying over the 
Pacific are taking advantage of a combination of improved capabilities to save 200 to 300 
gallons per flight. This represents a significant return on their investment, while justifying ours. 

Alaska Airlines has long been a NextGen pioneer and is the only U.S. carrier to fully equip its 
entire fleet for high performance GPS-based procedures. This allows aircraft to navigate 
precisely through mountainous terrain in low visibility conditions. The company estimates it 
would have cancelled 729 flights last year into Juneau alone due to bad weather if it were not for 
the GPS-based approaches. Alaska Airlines saved $7.5 million last year by making these flights, 
safely transporting passengers to their respective destinations without diversions or ground holds. 

FAA will maintain an ongoing focus on top priorities for the development and implementation of 
NextGen. The detailed planning that supports NextGen — including the National Airspace 
System Enterprise Architecture (EA) and the NextGen Segment Implementation Plans (NSIP) — 
enable cost effective decisions for NextGen project.s. Cross program dependencies are captured 
on EA Roadmaps, which assist planners in assessing impacts and developing alternative plans. 
The NSIP documents linkages among programs and promotes coordination and risk management 
to support cost-effective investments in NextGen. 

As we move forward with NextGen, our goal is to reach the next level of safety and prepare our 
workforce for the future. We will continue to work closely with industry to implement new 
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technologies and procedures that are sustainable. And we want to work with other countries to 
establish uniform standards around the globe. 

The Airport and Airway Trust Fund 

The Airport and Airway Trust Fund provides all of the funding for FAA’s airport improvement, 
facilities and equipment, and research and development activities, as well as a share of FAA’s 
operations. As of the end of last fiscal year, the Trust Fund had a cash balance of approximately 
$9.4 billion, of which $770 million remains uncommitted. The AIR-21 formula for calculating 
Trust Fund appropriations safeguards the future solvency of the Trust Fund by ensuring that 
expenditures will not exceed projected revenue. If revenue forecasts are accurate, the 
uncommitted balance will remain relatively stable for FY 2012. 

Reauthorization 

We are grateful for the considerable efforts Congress has made to prepare an FAA 
Reauthorization Bill. As you already know, the current and eighteenth extension expires on May 
3 1 . The budgetary and operational uncertainties of repeated extensions make running the FAA 
much more difficult, which makes the passage of a multi-year bill vital. Most notably, delaying 
a multi-year reauthorization has produced several hurdles for managing and funding the Airport 
Improvement Program. 

While the Administration supports the enactment of a multiyear reauthorization bill, the funding 
levels in the House-passed bill for Federal Aviation Administration (FAA) Operations and air 
traffic modernization represent significant reductions from levels proposed by the 
Administration. While we will never reduce our commitment to safety, if funding were 
appropriated at the levels proposed in the bill, the safe and efficient movement of air traffic in the 
air and on the ground would be degraded - today and in the future. 

The Administration looks forward to working with Congress to craft final legislation that will 
provide adequate funding authorization for infrastructure investment, enhance the efficiency and 
safety of the national airspace, accelerate and streamline implementation of NextGen, and 
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advance research and sustainable technologies to improve efficiencies and reduce environmental 
impacts. 

Safety 

Safety is FAA’s primary mission and our 2012 budget request reflects this most important of 
strategic objectives. We have identified and mitigated many of the major risks in the system and 
we will continue to act on the remaining safety challenges and keep air travelers safe. 
Approximately 49 percent of our FY 2012 budget will be required to maintain and improve the 
agency’s safety programs. Our day-to-day operations in the four key programs of Air Traffic, 
Aviation Safety, Airports, and Commercial Space Transportation contribute toward a reduction 
in air transportation related injuries and fatalities. 

The FAA continues to address concerns over capacity and safety with increased vigilance and 
professionalism. The flying public must have the highest confidence that the airplanes they board 
are properly designed, produced, operated, and maintained. They must know that their pilots are 
qualified, trained for their mission, and fit for duty. This year we continue to take aviation safety 
to a new level, making aggressive effort to take advantage of the latest research on fatigue to 
create a rule on pilot flight, duty and rest. Our landmark proposal combats fatigue among 
commercial pilots by setting new flight time, duty and rest requirements based on fatigue 
science. Additional rulemaking proposals will be put forward this year, such as redefining 
requirements for pilot certification and qualifications, flight crewmember training, leadership and 
professional development. 

The FAA’s implementation of a Safety Management System (SMS) is a critical component of 
our overall approach to safety. SMS is a systematic and continuous management process based 
on proactive identification of hazards and analyses of their risk. SMS gives us the wherewithal to 
gather information that takes safety to the next level. Our Aviation Safety Information Analysis 
and Sharing (ASIAS) team gathers crucial safety information from various data sources and uses 
sophisticated analysis tools to detect trends, identify precursors, and assess risks. We are pushing 
the science of advanced data analysis, developing cutting edge tools to find emerging threats, as 
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well as identifying previously undiscovered risks that are buried in terabytes of safety 
information. 

Aviation safety inspectors, engineers and other staff increases are key to leveraging standardized 
SMS processes to implement an integrated, risk-based method of oversight while supporting 
FAA’s efforts in rulemaking, certification, and outreach activities that will move NextGen 
forward. 

The FAA will continue to work on focus areas for reducing aviation related injuries and 
fatalities, such as the air tour industry and in Helicopter Emergency Medical Services (HEMS), 
The HEMS weather too! will be enhanced in 2012 to provide additional altitude and location 
specific data to increase safety. The FAA will collaborate with NASA to develop measurement 
technology and forecast capability of the high ice water content conditions that represent a 
critical safety hazard. 

The FAA places a high priority on initiatives to reduce runway incursions and excursions. We 
continue to implement ambitious training programs for pilots, controllers and airport operators. 
We will implement solutions through technologies and advanced programs such as Runway 
Status Lights, Airport Surface Detection Equipment, Engineered Materials Arresting Systems, 
improved runway safety areas, and others. The Runway Incursion Reduction Program remains a 
catalyst for acquisition of promising safety technologies that have reached a level of maturity 
appropriate for transition and implementation into the NAS. 

The FAA’s mandate for aviation safety includes leading the world safely into an exciting new 
era where international spaceports, commercial space transportation and orbital tourism are 
already becoming a reality. Last year, there were four licensed launches, bringing the overall 
total to over 200, without any fatalities, serious injuries or property damage to the public. Our 
FY 2012 budget request allows us to maintain a spotless industry record for safety in the rapidly 
developing industry of commercial human space flight. The FAA will develop safety 
requirements, policies, processes and procedures to address and safeguard this bourgeoning 
industry. 
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The FAA’s 2012 budget supports continued aviation safety research, focusing on critical areas 
such as unmanned aircraft systems, fire and structural safety, human factors, and airworthiness. 
It further supports enhanced safety and pavement airport technology research. Weather systems 
research continues in naturally occurring atmospheric hazards including turbulence, severe 
convective activity, aircraft icing, and restricted visibility. 

State of Good Repair 

As good stewards of our aviation system, we apply asset management principles proactively to 
maintain and modernize our airport runways. We recognize the safety benefits of ensuring that 
pavement, marking and lighting at airports identified in the National Plan of Integrated Airport 
Systems (NPIAS) meet current safety and design standards. 

Airport infrastructures, particularly airfield facilities, are exposed to constant heavy use and 
harsh environmental conditions. Runways, taxiways, and aprons are designed to withstand the 
heavy equipment that operates on them, but even so these facilities require frequent maintenance 
and rehabilitation in order to remain in good working condition. Runways and taxiways must be 
kept clear of snow, ice, and ponding water that can jeopardize aircraft directional control or 
braking action. Chemicals and plowing, as well as freeze-thaw cycles, all take a toll on runways, 
taxiways, and other paved areas. The smallest bit of broken asphalt or concrete can represent a 
major safety hazard to aircraft. 

We have had a target to ensure that 93 percent of runways are in good condition for the past 
several years, and we have exceeded that goal, most recently reaching 97.2 percent. AIP grants 
and PFC funding will continue to support this goal by funding airport pavement and lighting 
system rehabilitation projects, treatments to minimize hydroplaning in wet conditions, 
obstruction removal in runway approach zones, perimeter fencing to prevent wildlife entry, and 
aircraft firefighting equipment. By continuing to surpass this target, we are not only achieving 
the goal of a state of good repair, but we are also contributing to our overall primary goal of 
safety. 
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Economic Competitiveness 

NextGen remains our most critical investment to ensure our economic competitiveness on the 
global market. NextGen involves the total overhaul of our National Airspace System to make air 
travel more convenient and dependable while ensuring our stakeholders have the safest and most 
secure flights possible. Technological advancement and integration of new systems, new 
procedures, aircraft performance capabilities, engines, airframes, renewable fuel technologies, 
new supporting infrastructure, and new ways to do business as the Air Transportation System 
will keep the U.S. globally competitive. We have partnered with industry in our CLEEN 
technology program to develop new technologies to reduce aircraft noise, emissions, and fuel 
burn, and to advance sustainable alternative aviation fuels. 

The NextGen portfolio of investments focuses on the implementation and integration of key 
NextGen transformational technologies. The capabilities these technologies provide begin a shift 
of information flow from the ground to the cockpit. These include: Automatic Dependent 
Surveillance-Broadcast (ADS-B), System Wide Information Management (SWIM), Data 
Communications, NextGen Network-Enabled Weather (NNEW), Collaborative Air Traffic 
Management Technologies (CATMT), Time-Based Flow Management (TBFM)and NAS Voice 
Switch (NVS). 

Our NextGen efforts further include supporting Performance-Based Navigation (RNP/ RNAV) 
between select metropolitan areas. Deployed over a three-to-four year period, these high-altitude 
performance-based routes will provide increased efficiency and flexibility to the aircraft using 
them, as well as significant savings in fuel costs and usage. 

We have already seen the benefits of implementing ADS-B in the Gulf of Mexico. For one major 
helicopter operator in the Gulf, only fourteen percent of their flight hours in 2009 were flown by 
instrument flight rules (IFR). But in 2010, the first full year ADS-B was available, the percentage 
went up to nearly 21 percent. And just in the first two months of this year, 36 percent of flight 
hours were IFR This means that this very important airspace is more accessible, more of the 
time thanks to NextGen innovation. 
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NextGen will also provide numerous benefits for the general aviation community by facilitating 
better access to airports, and providing more complete weather and traffic information. In 
addition, even those aircraft that are not fully equipped will benefit from the improved traffic 
flow that NextGen will achieve. 

Implementation of NextGen technologies and capabilities, with the resulting benefits to 
economic growth in large and small communities around the nation, is essential if the U.S, is to 
maintain its global aviation leadership. Timely and effective progress on NextGen helps the U.S. 
aviation sector sustain this position. 

Environmental Sustainability 

Environmental protection and addressing the energy challenge are vital elements to sustaining 
the future of United States air transportation viability and global leadership. We are continuing 
efforts to reduce greenhouse gas emissions, improve water use efficiency, prevent pollution, and 
improve building energy consumption. 

Environmental pressures on the national and international aviation system will continue to 
increase as growth in aviation activity returns. FAA supports DOT’S environmental sustainability 
outcomes to reduce carbon emissions, improve energy efficiency, and reduce dependence on oil. 
We are reducing transportation-related pollution and impacts on the ecosystems while increasing 
the use of environmentally sustainable practices in the transportation sector. 

We are committed to managing aviation’s growth while reducing the negative impacts of 
aviation noise and air emissions. Through increased efforts on the Continuous Lower Energy, 
Emissions, and Noise (CLEEN) initiative, FAA will develop and mature clean and quiet 
technologies and advance alternative fuels. The Commercial Aviation Alternative Fuel Initiative 
(CAAFI) is moving forward to qualify and approve new aviation alternative fuels for operational 
use. And by the end of this year we should have approval for a renewable biofuel for commercial 
aircraft made from plants, algae or other sustainable sources. These alternative jet fuels are 
“drop-in fuels.” There’s no need to change the engines or equipment. The source would be 
renewable and would reduce greenhouse gases. 
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Sustainable alternative jet fuels offer benefits for both our environment and our economy. They 
can help stabilize supply and the cost volatility in the jet fuel market. In 2010, U.S. airlines spent 
$36 billion on jet fuel. This represents $21 billion more than in 2000 even though the airlines 
consumed three billion gallons less. 

The budget request supports identifying and exploring advances in communication, navigation 
and surveillance technology to advance aircraft arrival and departure, surface movements, and en 
route/oceanic procedures for reduced noise, fuel burn, and engine emissions. It also supports 
updating and enhancing the Voluntary Airport Low Emissions (VALE) Program so that airports 
located in non-attainment or maintenance areas for National Ambient Air Quality Standards will 
have continued opportunities to reduce air emissions. 

In addition, we are working to mitigate noise impacts for thousands of people in 65 day/night 
sound level or DNL (the energy-averaged sound level metric used by the aviation industry to 
determine the impact of noise) areas through ongoing noise compatibility efforts. These efforts 
include the purchase and relocation of residences and businesses, the soundproofing of 
residences and buildings used for educational or medical purposes, the purchase and installation 
of noise barriers or monitors, recommended land use planning, and public outreach. 

Organizational Excellence 

The FY 2012 budget request provides for a motivated, well-trained, and dynamic workforce that 
possesses the vital resources and reliable data necessary to support the continued success of 
FAA’s mission for safety and efficiency. It further includes enhanced cost control measures to 
ensure savings that can be effectively managed to fund mission critical initiatives. 

One of the key challenges we face is building the workforce of the future to meet the transition to 
NextGen. Effecting this transition will involve a systematic approach to getting the right number 
of people with the right skills, experience and competencies in the right jobs at the right time. 

We will continue to ensure adequate numbers of safety staff. Workforce planning for mission 
critical and key occupations will benefit our managers as they make staffing decisions to achieve 
program goals based on a rigorous analysis of their organization’s activities, workforce and 
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expected technological advances. The flying public will benefit from a better prepared and well 
trained workforce. 

The FAA is delivering programs that build leadership capabilities, support professional 
development and promote continuous learning at executive, manager and employee levels. The 
development of our executive corps is grounded in creating a culture of accountability and 
professionalism. Building stronger leadership within the agency helps us to achieve strategic 
goals and manage people and resources effectively while driving continuous improvement. 

Part of our organizational excellence goal is to protect agency IT assets from cyber-attacks, to 
ensure alignment between IT investment and agency business needs, and provide certain 
enterprise-wide shared services. The FAA’s Cyber Security Management Center (CSMC) is a 
core component of our overall Information Security Services. The CSMC is tasked with 
protecting our information infrastructure using advanced cyber defense strategies. The CSMC 
works to enhance our architecture to include cyber security, to harden individual systems and 
networking elements, improve recover rate times, and enhance boundary protection by 
completing remediation of vulnerabilities, improved information sharing, and systemic 
monitoring of systems. 

The budget request supports activities to remediate moderate vulnerabilities identified for our 
information systems that support Human Resources, Finance, Security/Safety, and Air Traffic 
services. In the last few years, we have focused on high risk vulnerabilities. Now the focus is on 
remediating the moderate vulnerabilities. The request will cover contracts that will conduct 
information system assessments, certifications, recertifications, and risk mitigation activities. 

The funding will allow FAA to handle risks to its information systems sooner, which will save 
out-year dollars and prevent higher and more costly system vulnerabilities and remediations. 

The FY 2012 budget request supports continued efforts to manage our acquisitions responsibly 
so we deliver programs on lime and on budget. In addition, we are implementing a Real Property 
Asset Management Plan to ensure timely disposition of assets are measured by the number of 
days to process inactive assets. Since 2000, FAA has removed more than $341 million in real 
property assets from our portfolio. 
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Conclusion 

Despite a challenging economic environment, 713 million passengers flew on U.S. airlines in 
2010. We anticipate stronger growth this year, with a projected increase of 3.5 percent. 

Economic indicators project that we are rapidly approaching a historic milestone of carrying one 
billion passengers on U.S. airlines annually within the next decade. To offer additional 
perspective, that increase represents an additional 300 million passengers per year, roughly equal 
to the entire population of the United States. 

In this age of global competition, we have a clear opportunity to invest now in America’s future 
even as we prepare our world class aviation system to meet the demands of that future. NextGen 
technologies offer our nation a worthy opportunity for investment in safety and innovation. 
Delaying infrastructure investment means the long term cost to our system, passengers and 
environment will far exceed the cost of a timely deployment today. NextGen technologies are an 
investment in aviation’s continued viability, and will produce economic benefits for decades - 
far beyond their cost. Our nation and airline industry will yield immediate and measurable 
financial returns that will bolster America’s future economic stability and continued growth, as 
we continue to meet the challenge of giving the world new ways to fly. 

Our nation’s continued economic recovery demands a cautious and well-considered fiscal policy. 
We have to invest carefully in America’s future where we can be certain of reliable returns. 

Aviation is a growth industry worthy of that investment, representing a key element of our 
country’s economy. The FAA is already delivering on the promise of tomorrow, and we are 
grateful that Congress continues to recognize our ongoing mission of safety and modernization 
as a national priority. 
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SOUTHWEST AIRLINES HULL BREACH INCIDENT 

Mr. Latham. I thank the gentleman for his testimony. 

Mr. Babbitt, in 2008, Southwest was fined $10 million by the 
FAA for skipping mandatory inspections that related to skin crack- 
ing in their aging 737-300 fleet. And those are inspections that 
FAA personnel knowingly allowed them to miss; knowingly allowed 
them to miss. 

A year later, in July of 2009, a large hole appeared mid-flight in 
high altitude and prompted an emergency landing in West Vir- 
ginia. And, again, last week, a similar hole appeared mid-flight, 
causing the emergency that you mentioned in Arizona. 

Why has it taken a second incident, the same type of incident 
that happened at West Virginia, why has it taken a second incident 
for you to finally have inspections and rigorous oversight? 

Mr. Babbitt. Going back to 2008 I think I should let the com- 
mittee know, I was part of an internal review team that was put 
forward by Secretary Peters to review the Southwest incident and 
the compliance issues. I am very familiar with what the history 
was there. 

Following that, however, the FAA, conducted a long and very rig- 
orous review that brought together the folks in the maintenance 
world, the manufacturers, pilots, mechanics, the FAA experts, and 
NTSB recommendations. We put forward a rule back in November 
that addressed the aging aircraft. 

Now, it is unfortunate that we have seen a second event. I think 
it is important for the traveling public to note that the airplanes 
are certified by FAA so they will not suffer a hull breach. But, in 
the event they do suffer a hull breach, FAA ensures the airplane 
is designed to maintain its structural integrity even with a hull 
breach. Both of these aircraft did that. 

We don’t know what happened in this most recent incident. It is 
under investigation. We are working with the NTSB. We certainly 
want to get to the bottom of it. I have asked my team, as I noted 
in my oral testimony, to take a good look at this 6-month-old rule 
that examines all aging aircraft to make sure that we are asking 
the right questions, to make sure we are getting the right data, 
and make certain that we have the right maintenance inspection 
procedures in place. 

Mr. Latham. Was this aircraft inspected? 

Mr. Babbitt. Yes, it was. This aircraft was inspected back in 
March. Again, we don’t know what happened. We suspect fatigue, 
but there is often a big gap between suspicion and fact. 

Mr. Latham. Is this a Southwest issue or a Boeing issue? Or, is 
it your issue? 

Mr. Babbitt. No, sir. The fact that it is under investigation, I 
really wouldn’t want to speculate too much. But, clearly, there is 
some correlation between high cycles and metal fatigue. That is 
why we have the rule, in the first place, that begins to look more 
aggressively at these aircraft as the cycles increase, with a cycle 
being a takeoff and landing. The airplane is pressurized and de- 
pressurized. The aircraft is also subjected to pretty extreme 
changes in temperatures as it climbs to altitude. So the metal is 
heating and cooling, while being pressurized and depressurized. 
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Mr. Latham. Do you know whether it is an issue? Is it mainte- 
nance? Is it design? Lack of oversight? 

Mr. Babbitt. No, sir. What I believe, pending the outcome of the 
investigation, is that we are clearly looking at the fatigue areas of 
metal. We have very advanced techniques. I think the question 
that would arise is, when these aircraft are manufactured, the 
manufacturers subject them to very intensive simulated cycles so 
that an aircraft within perhaps a 6-month period, whether they can 
subject it to having simulated 30,000-35,000 cycles. 

But that is on the test stand. Are we getting a different perform- 
ance out in the field? We don’t know. We are going to work with 
the NTSB. We are going to work with the manufacturers. We need 
to know the answer. If the answer to that means that we move 
back this AD that says that anybody with an airplane that has 
more than 30,000 cycles on it has to inspect their airplanes within 
20 days and an airplane that has more than 35,000 cycles has to 
be inspected within 5 days. 

So we are going to take a good look. Perhaps, working with the 
manufacturer, the numbers should move back some. We will get to 
the bottom of it. 

Mr. Latham. Do you have the expertise, yourself? Or do you rely 
on the manufacturers and the airlines and outside 

Mr. Babbitt. When you say myself, me personally? 

Mr. Latham. Well, the agency, the FAA. 

Mr. Babbitt. Yes, the FAA has a variety of experts. 

Mr. Latham. I would expect you do also. 

Mr. Babbitt. No, sir, I have a shortcoming in that area. We have 
a group of highly qualified and very technical engineers that have 
expertise. 

Mr. Latham. How much do you rely on the industry? 

Mr. Babbitt. Well, in some cases, you do rely on the industry 
and take their designs. Often, the industry innovates and creates 
things, as we are not inventors at the FAA, where we are forced 
to go with them and go through testing. 

We design the testing to make sure that the product will live up 
to the rigorous standards it is going to encounter in airline oper- 
ations or general aviation operations. 

Mr. Latham. My time has expired. 

Mr. Pastor. 

FUNDING IMPACTS FROM FAA REAUTHORIZATION BILL 

Mr. Pastor. Thank you, Mr. Chairman. 

Last week, the House passed the authorization bill that extends 
the FAA’s authorization through fiscal year 2014. As compared to 
what happened in that bill and your request in your budget, you 
request $9.8 billion for operations, and the bill that passed author- 
izes $9.2 billion in fiscal year 2012. For your capital program, your 
budget requests $2.87 billion; the bill carries $2.6 billion. For air- 
port grants, your budget requests $5.5 billion, including the up- 
front request; and the bill includes $3 billion. 

If these funding levels were to be enacted, what impact would 
they have on the FAA’s operation, your effort to implement 
NextGen, and the overall capital needs of our Nation’s airports? 
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Mr. Babbitt. There would clearly be some very, very serious con- 
straints imposed upon the FAA. We take our number one focus, 
which has been and will be safety, very seriously. We will maintain 
all of the critical safety components of the FAA. We will continue 
to have our air traffic control operate safely. We will continue to 
inspect and do the things in that area. 

However, you did mention a few of the other things. We simply 
will have to slow down NextGen deployment. What I have tried to 
do is make a fairly clear business case. For example, for 2 or 3 
years of $1 billion less, $3 billion less overall in funding, we can 
demonstrate — and this is supported by the RTCA and the rest of 
the industry — that we would save something in excess of 1.5 billion 
gallons of fuel by the year 2018 and something in excess of a billion 
gallons a year each year thereafter. I don’t expect jet fuel to remain 
at $3 a gallon in 2018. But if it was, that is $3 billion a year in 
fuel this industry is going to burn if we can’t deploy NextGen. 

We simply cannot continue with the radar system we have today. 
This is Eisenhower-era technology. We have the technology at 
hand; it simply needs to be deployed. It does, in fact, take money 
to deploy it, but the return on your investment is calculable and 
realistic. 

Mr. Pastor. So, in determining your priorities in case your budg- 
et is reduced, and I heard 2008. That is what the chairman said, 
that that would be the level of funding. Obviously, that would be 
a reduction. Your priority would be safety. So it would be in staff- 
ing or inspections? Or what would be your priorities? 

Mr. Babbitt. We would clearly have to reduce the overall staff- 
ing of the FAA. I have spoken about other things that would be- 
come a concern to me that are that we have, about 800 or more 
annualized requests in flight standards for new airlines, new oper- 
ations that people propose that have to be certified. We simply 
can’t continue to certify those types of operations with less per- 
sonnel. In any given year we have approximately 2,200 to 2,400 
certification requests that is about 200 objects whether they be air- 
planes, parts for airplanes, new components for airplanes, new 
graphic materials for airplanes, or things that make airplanes safer 
and more efficient. 

But even more important, these things, when certified, go to fac- 
tories that employ people. So, for example, on the east coast of the 
United States, we now have three manufacturers that are pro- 
posing to build new facilities, with Boeing being one of them. They 
want to build a factory to assemble 787s on the east coast of the 
United States. They propose that this factory will employ 4,000 
people. HondaJet wishes to build a factory down in Florida. 
Embraer wishes to assemble aircraft on the east coast. All of these 
are aircraft assembly plants, that will bring jobs into this area. But 
those factories have to be certified, and I have to have personnel 
to conduct those certification inspections. 

So I just want us to be very careful. We are trying to be very 
judicious with the funds that we have and have adopted a number 
of things. This budget encompasses almost $85 million in cost re- 
ductions for areas that we have found. And we are doing things, 
going forward, to streamline the FAA. 
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As I said in my testimony, I don’t want these restraints to result 
in our being the chokepoint of the assembly line or the reason 
someone can’t open a factory on time and it is delayed for 3 months 
because I don’t have enough people to inspect it. I just don’t think 
that is a wise use of our money. 

Mr. Pastor. Thank you, Mr. Chairman. 

Mr. Latham. Thank you, Mr. Pastor. 

Mr. Womack was first here. 

AIP PROGRAM CHANGES 

Mr. Womack. Thank you, Mr. Chairman. 

And thank you, Mr. Administrator, for your testimony. 

I am trying to better understand the budget request, and parts 
of it don’t seem to add up, to me, at least on the airport side of 
the equation. 

When the Secretary was here last week, we talked a little bit 
about AIP, but I would kind of like for to you walk me through this 
process a little bit. The budget assumes a one-time $3 billion-plus 
infrastructure investment as part of the President’s call for an ad- 
ditional $50 billion in spending that we all know is likely not fea- 
sible, given the environment we are in and the deficit. 

Then you proposed to kick out the large and medium hub air- 
ports from the AIP program, which I am personally directly op- 
posed to, and I think some of my colleagues feel the same way. 

And then, you support an increase in the passenger facility 
charge, which is not the jurisdiction of this committee and is not 
in the bill the authorizers presented on the House floor, which, fi- 
nally, leaves us with your budget request of $2.4 billion for Fiscal 
Year 2012. 

Assuming we do not increase the passenger facility charge, what 
is the funding level you believe the AIP program should be funded 
at in Fiscal Year 2012? 

Mr. Babbitt. Those two things are somewhat coupled. The idea 
is that you would take the large airports and make them inde- 
pendent, with their ability to raise their own money, which would 
free up money and be less of a burden on the taxpayers in terms 
of our smaller airports. So we sort of bifurcate those two issues. 
They go hand in hand. To say that you would reduce the funding 
and not increase the PFC would have a serious impact on all the 
airports. 

The rationale for the larger airports is that these are clearly in 
large metropolitan areas. They have a tax base and the ability to 
raise funds on their own. And, therefore, the feeling is — and They 
often express their willingness to be unbundled from the package. 

The authorization to go to 7 is simply an authorization. They 
don’t have to do it. Not everyone goes to the full 450 anyway. They 
base their capital projects, and the people that use those airports 
pay the facility charges for that use. 

So that is sort of the rationale of why we propose to split those 
two things apart. 

Mr. Womack. Assuming Congress decides to continue to provide 
access to the AIP program to airports of all sizes, can you supply 
for the record how those funds would be distributed throughout the 
various sub-accounts within the program? 



452 


Mr. Babbitt. Well, the way we operate today, I wouldn’t see any 
real change. We operate today where the funding is based on the 
need and the contribution to the national airspace and airport sys- 
tem. So an airport that clearly makes a large contribution in mov- 
ing our traffic safely and efficiently is going to be eligible. 

We look at safety features such as runway safety areas. Part of 
the added stimulus boost, the infrastructure initiative that is called 
for, is to have those moneys complete pledges that we made for 
safety improvements, runway safety through 2015. We identified a 
number of areas at a number of airports that simply didn’t meet 
our standards and have helped these airports, by this type of fund- 
ing, to improve those runway safety areas, runways, and the areas 
around the approach zones. 

So we would go back to our formula, which has been a pretty 
tried and proven formula over the years, where we allocate the 
funding based on the contribution to the system. Smaller airports 
often serve as feed or reliever airports to a major airport. This 
helps unburden the traffic. Those projects are highly considered 
and often awarded. 

Mr. Womack. Thank you. 

I yield back, Mr. Chairman. 

Mr. Latham. I thank the gentleman. 

The gentleman from Ohio, Mr. LaTourette. 

Mr. LaTourette. Thank you, Mr. Chairman. 

Nice to see you, Mr. Administrator. 

Mr. Babbitt. Yes, sir. 

LABOR PROVISIONS IN FAA REAUTHORIZATION 

Mr. LaTourette. Last week, we had the authorization bill on 
the floor, and the administration issued an SAP, indicating that 
the President’s advisors would recommend a veto of the bill if it 
didn’t fix the National Mediation Board or if the National Medi- 
ation Board language wasn’t removed. And despite my efforts and 
my friend here from Florida’s best efforts, it didn’t happen. 

Is there anything that you have seen that would change your ad- 
vice to the President relative to whether or not he signs or vetoes 
the bill that cleared the House last week? 

Mr. Babbitt. The fact that it is in the aviation bill, I would just 
have to announce a little bit un-germane to the job that we do, the 
labor relations aspect and what the FAA does are somewhat unre- 
lated. 

Mr. LaTourette. Right. So you don’t have a dog in the fight? 

Mr. Babbitt. That is correct. Nicely said. 

Mr. LaTourette. Well, you know, I think my frustration, as an 
old transporter, is that you haven’t had — not you, but the FAA 
hasn’t had a clean reauthorization bill since 2003, and you have 
been operating on extensions, 17 of them I think. That has to make 
it difficult to implement NextGen and all of the other things that 
are required. 

And, you know, every time we do this, it is something else. First, 
it was UPS and FedEx were fighting. And then the Bush adminis- 
tration was fighting with the air traffic controllers. Then it was the 
PFCs that have been mentioned here a little earlier. And then the 
last thing was — which was tried again this time — was a group of 
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Senators trying to favor one airline over all other airlines relative 
to adjusting the zone at Washington National. And slots at Reagan 
was what brought down the bill in the last Congress, despite Mr. 
Costello’s best efforts and Mr. Mica’s best efforts. And now we got 
this NMB thing. 

So I think it is unfortunate that issues that really don’t have a 
lot to do with implementing what we all say we have to do keep 
getting in the way. But that is not your fault; that is our fault. 

rnav/rnp procedures 

However, having said that, you know, all the modeling I have 
seen on NextGen convinces me that the fuel savings that you are 
talking about are a reality. And I guess I am wondering, even in 
this current environment, why there aren’t things that the FAA 
can currently do to achieve some of the fuel savings that we are 
talking about. 

And, specifically, where you would get the greatest immediate 
benefits, in terms of carbon dioxide emissions and fuel-burn and ev- 
erything else, and I think the last thing I saw is it shortens the 
average flight by 3 minutes, if you make the adjustment to RNP, 
required navigation performance. But I don’t see the FAA moving 
in that direction. As a matter of fact, some people say that the FAA 
policy is “RNAV everywhere and RNP where required.” And that 
is unfortunate, if that is your policy. 

And I guess I am asking you to tell me why you can’t, with the 
money that you have available, move forward with this piece that 
would achieve the greatest efficiencies, the greatest savings, and 
increase safety, I would think. 

Mr. Babbitt. You are correct on all fronts. 

First, let me state for the record that that is not our policy. We 
are moving forward as quickly as we can to develop, with our col- 
leagues, so we reached out to the RTCA. 

We took 300 members of the aviation community and laid out 
our NextGen implementation plan and said, “So how does this look 
to you, the members of the industry?” And they said, “It looks pret- 
ty good, but it could use a lot of changes.” They gave us those 
changes. We have implemented those changes into our NextGen 
implementation policy, which is a major change in direction. 

For example, doing overlays. To simply take an approach that ex- 
ists today and replace it with an RNAV or an RNP approach, that 
doesn’t give us a benefit. So, let’s let those types of facilities age 
out on their own, and let’s design facilities and approach proce- 
dures that capitalize on what we can do. 

We have a number of partnerships now that we are using with 
folks around the country. JetBlue is a great example. We have a 
partnership where we are going to equip some of their aircraft. 
They are going to use new, efficient routes down through Florida 
and the Caribbean. And, in return, they provide us with data so 
that we see just what these savings are. 

The program we entered into with Petroleum Helicopters Inter- 
national was a great partnership with the oil companies in the 
gulf. Two hundred and fifty thousand square miles of the Gulf of 
Mexico today have positive surveillance equivalent to radar. People 
are flying direct. Every day, there are 300 to 400 flights. Every 



454 


day, 10,000 people go on and off of those oil rigs. And they are sav- 
ing 100 pounds of fuel per flight. So yes, sir, we are enjoying and 
look to expand in those opportunities. 

Mr. LaTourette. Could I just finish this thought? 

Mr. Latham. Yes, sir. 

Mr. LaTourette. Thank you so much, Mr. Chairman, for your 
indulgence. 

While I certainly appreciate what you just said, my observation 
is that there continues to he the publication of these overlays, the 
RNAV overlays. And so I guess the direct question is, how much 
benefit is this metroplex activity and RNP, the move to RNP, how 
much of it are we actually going to see, the examples that you just 
talked about, in 2012? 

Mr. Babbitt. We should see some very positive results. We have 
a team working right now in the Houston metroplex and they have 
done some great things down there. In the Dallas area, the same 
thing. We are also looking at the New York airspace, which has 
been complicated with litigation. We are seeing optimized and tai- 
lored arrivals into cities like Atlanta and Los Angeles. 

We have a terrific partnership with Alaska Airlines carrying out 
optimized profile descents. And I would note for the record, Alaska 
is the only airline that has every one of their aircraft equipped 
with all full NextGen. They can completely utilize all of the RNPs, 
which allow us even curved noise avoidance procedures. Not only 
are they efficient, they are environmentally very strong. They re- 
port to us that they are saving in excess of 200 pounds per arrival 
into the Green Skies Initiative in Seattle. So I look to expand and 
accelerate those areas. 

Mr. LaTourette. I appreciate that. 

And I thank the chair. 

Mr. Latham. Thank you. 

Mr. Diaz-Balart. 

Mr. Diaz-Balart. Thank you. 

Mr. Administrator, good to see you, sir. 

Mr. Babbitt. Yes, sir. 

Mr. Diaz-Balart. Let me first thank you for you have always 
been exceedingly accessible and easy to work with. And I cannot 
thank you enough for just, frankly, that attitude that you have al- 
ways expressed. 

Mr. Babbitt. Well, thank you. And I thank you for representing 
my old hometown. That is where I grew up. 

OPERATIONAL ERRORS 

Mr. Diaz-Balart. That is right, that is right. So I might be a lit- 
tle biased then, okay? But it is all right, it is all right. 

Let me talk to you a little bit about air safety. I brought these 
issues up with Secretary LaHood. And I don’t know if I am going 
to have enough time to get through all of them, so let me just kind 
of throw some of them out there. 

We have all seen a lot of reports of near misses and of potential 
accidents. We had last July the United airbus incident, supposedly, 
the report is that they were 15 seconds away from a collision. Last 
weekend, central Florida, in your old, you know, running-around 
grounds, there was an incident where you were very emphatically 
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calling it “totally inappropriate.” There is the incident, you know, 
supposedly, even our colleague, Mr. Sensenbrenner, personally wit- 
nessed a potential catastrophe. 

Now, according to the FAA, the FAA has said that — the press 
has mentioned — and I don’t know if these numbers are right. The 
Washington Post reported a 51 percent increase nationwide on re- 
corded incidents or near misses, et cetera, et cetera. 

I want to see if you can set the record straight, because the FAA 
has said that it is due because of this new self-reporting system. 
However, there are a number of conflicting media reports that 
state that some of those things that are included are not part of 
that. 

Mr. Babbitt. Correct. 

Mr. Diaz-Balart. So if you could set the record straight — and I 
don’t know if you can do it now — but as to what is included, what 
is not included. And maybe if you could provide us, you know, ei- 
ther today or whenever it is possible — it doesn’t have to be today — 
with what exactly is included in those reports. 

If you want to address that first, then I will get to my next 

Mr. Babbitt. Sure. And let me say for you that we would be 
more than happy to come over and spend as much time 

Mr. Diaz-Balart. I think we should. 

Mr. Babbitt [continuing]. As you would like so that you have a 
complete understanding. 

Essentially, we are undergoing a tremendous culture change. We 
are adopting a safety management culture within the FAA. And 
this means that people should be able to talk about any mistakes, 
whether they make, see, or encounter, without fear of retribution. 
We certainly want people to be held accountable, but we also want 
people to report everything they see. 

Today, we also have adopted some electronic methodologies so 
that we now capture things electronically that we might not have 
even seen before. So we are capturing a lot more of this type of an 
incident. 

Now, this all brings us data. I am not happy to see any rise in 
these incidents. The incidents you talk about are operational er- 
rors. We have boundaries that we have set. We don’t want people 
inside these boundaries. Now, this is the case where you come to 
the stop sign and your wheels were up on the white line and the 
policeman says, “You didn’t come to a stop soon enough.” Now, you 
didn’t run through it, but you made an operational error. We want 
to stop; we don’t even want your wheels on the white line. There- 
fore we report these; we track them. We have overhauled our entire 
training curriculum. We have a new safety structure; we have com- 
pletely rebuilt it. 

All of these things will take some time. I am happy with the 
progress we are making. But we are seeing, in fact, a higher inci- 
dence of reportings. But the good news is, we know now why they 
are happening, we know what to train to and what to fix. 

Mr. Diaz-Balart. And I would like to — Mr. Chairman, if I may 
proceed. Thank you. 

I would like to maybe sit down with you and spend some 
time 

Mr. Babbitt. I would be happy to do that. 
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Mr. Diaz-Balart. Just make sure that I 

Mr. Babbitt. Yes, sir. 

CONTROLLER TRAINING COST OVERRUNS 

Mr. Diaz-Balart. And, again, I always appreciate your willing- 
ness to do that. You always have been willing to do that. 

There was an IG audit that talked about the air traffic control 
training program and cost overruns, significant cost overruns. But 
based on that IG report’s conclusions, it seems that air traffic con- 
trol training may be part of the problem. And based on that report, 
obviously, it is important if there is an issue with air traffic con- 
trol — the air traffic control training program. 

Now, let me just quote you one part of it. It says, “The FAA did 
not fully consider program requirements,” and then talking about 
designation of the training program. And it adds that, “It will be 
difficult for FAA to achieve its original ATCOTS program goals or 
any training innovations without significantly modifying the exist- 
ing contract.” 

So are you aware of some of those issues dealing with — and, 
again, that is also for probably a more lengthy conversation. But 
I am obviously very concerned about making sure that, for safety’s 
sake, that training has not become — there was a huge difference in 
how we do training, I guess, in 2008. 

Mr. Babbitt. Yes, sir. 

Mr. Diaz-Balart. And ever since that change, there have been, 
you know, cost overruns and there have been huge issues. And I 
just want to make sure that that is not one of the factors that may 
be creating the problem. 

And that is why I would like to maybe spend some time with 
you 

Mr. Babbitt. Sure. 

Mr. Diaz-Balart [continuing]. And be able to get a little bit more 
in depth on these issues. 

Mr. Babbitt. Sure. 

In this job, when you come in, you have to live with the hangover 
somebody else has left you. So we are trying to work our way 
through a lot of these and we have made some big corrections. 

I am happy to tell you that in that IG report we agreed with and 
have corrected two, and they agree. We have seven other areas 
that we are waiting to understand. They were correct; but they 
were not incorrect in what they pointed out. That is why we re- 
vised the training program. That is why we have made these modi- 
fications. We want to have these things corrected. 

One of the problems that we had, the controller agreement, led 
to a very high number of retirements. Exceedingly high; double 
forecast. Some of the training cost overruns were, therefore, attrib- 
uted to the fact that we had to train twice as many people as we 
forecasted we would have to train. That has abated. We now have 
just the opposite problem. We now are getting to a period of sta- 
bility. It is a terrific opportunity for us to make certain that we 
have the right training profiles and program in place. We would be 
happy to come over and share with you what we are doing. 

Mr. Diaz-Balart. Thank you. 

Thank you very much Mr. Chairman. 
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Mr. Latham. I thank the gentleman. 
Mr. Dent. 


AIRCRAFT CERTIFICATION 

Mr. Dent. Thank you, Mr. Chairman, Mr. Administrator. 

A few things. The incident last week with Southwest Airlines has 
drawn greater public attention to safety issues and standards and 
inspections. And I know that you have issued an order requiring 
the inspections of planes with a similar construction to the South- 
west Airlines jet that experienced this metal fatigue. 

And I understand you touched on this a bit earlier, but I am in- 
terested in discussing aircraft certification. Obviously, aircraft cer- 
tification is critically important for safety. It is also important from 
an economic perspective. Timely certification of new technologies 
and products certainly will lead to a safer, more efficient, modern 
aviation system. 

Given the fiscal constraints we are now facing, I would like to 
hear how the FAA will work to improve the certification process so 
that new technologies and products can be brought to the domestic 
market in a more timely but equally safe manner. 

Mr. Babbitt. Well, as I mentioned earlier having these aircraft 
properly certified is first and foremost. We don’t want any aircraft, 
anything in the airspace system that isn’t completely tested and 
deemed completely safe. So our certification process is very robust. 

However, I am not aware of anyplace where certification of air- 
craft, for example, where we are necessarily the slow point in the 
process. I would use the 787 for example. We are working closely 
with Boeing. We mutually have discovered some areas that aren’t 
working right. They are working to fix those areas. It is not our 
ability to certify the airplane or not. It is their ability to get to the 
standards that they, themselves, want and, therefore, we would re- 
quire. 

Now, there are a number of things. I mentioned earlier there is 
probably 2,200 to 2,400. We probably certify around 200 things, 
whether they be wing-tip modifications; new generators; lighter, 
more efficient materials; aircraft, the difference between some of 
the older aircraft and the newer aircraft; or the type of laminates 
that they use on the wing. We work with people to certify these 
and get them into service. Some of those do, in fact, take time be- 
cause we need to design the testing with the people that are build- 
ing them. 

tsa’s large aircraft security program 

Mr. Dent. And on another issue, and this really relates more to 
the TSA than the FAA, but the Large Aircraft Security Program, 
there is a stakeholder discussion that has been ongoing, how to 
deal with general aviation, specific to the security needs of those 
types of aircraft. 

Have you been participating in any of those stakeholder discus- 
sions? And have you been monitoring that? What are your thoughts 
and perspectives? 

Mr. Babbitt. Well, you are correct; that it is not, you know, nec- 
essarily under our purview. But we have a very good working rela- 
tionship and I have developed a good working relationship with 
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John Pistole, the administrator of the TSA. We have worked closely 
on a number of things, whether it be airmen access, security ac- 
cess, Federal marshals onboard. One of the issues we are working 
to get our controllers more familiar with airline operations is to put 
them back in the cockpits for an occasional observation ride to help 
out. 

So we have a good working relationship with them. We certainly 
are working with them on some other issues. And, yes, we do par- 
ticipate, but I am not personally involved with any of those. 

Mr. Dent. Okay. Thank you. 

I will yield back. Thank you. 

Mr. Latham. I thank the gentleman. 

EN ROUTE AUTOMATION MODERNIZATION (ERAM) 

I had mentioned in the opening statement about concerns about 
the ERAM program. And I guess my first question would be, why 
are you going forward with this when an independent study said 
that there are 17 serious safety issues that are not resolved? And, 
as we mentioned earlier, you have been at this now, what, 2, 3 
years, and cost overruns and all that. 

But how can you certify going forward with national deployment? 

Mr. Babbitt. I have been going at it 18 months. So that is my 
tenure here. Let me bring you up to speed. You might have had 
an interim report. Where we are, starting back with the funda- 
mental, is that this was a massive undertaking. This program has 
been underway and is one of the largest software deployments in 
Federal history. It is a massive program. 

Candidly, I think we underestimated the complexity of what was 
going to be changed. We underestimated how we would bring it 
into the system, how we would fuse the data. When we got to about 
2010, we basically said, we are off-track. We literally shut the pro- 
gram down and said, “Stop. Let’s re-evaluate this. Let’s re-evaluate 
the waterfall, the funding, and everything else.” 

Now, I think the FAA should be reasonably proud of the fact that 
most of the projects that we do, and this is confirmed by both IG 
reports and GAO reports, are within 2 percent of their budget 
guidelines and about 8 percent of their timelines. This project is 
not one of those. It is over that. 

But what we did was reset all the registers, had outside people 
come in and look at it. MITRE Corporation modeled our entire new 
proposal and is very comfortable with it. We began to redeploy 
based on that. I am happy to say that what we have up and run- 
ning in Salt Lake and what we have up and running in Seattle 
now has performed pretty well. There were a number of items, but 
the concern when you do those independent audits is, do you have 
any highly critical? There were only two rated highly critical. Of 
those, one has been corrected and is in testing right now. They 
have done a recent software drop. With that in mind and with con- 
versations with our controllers, the decision was to proceed with 
the in-service. 

Now, we have a deployment that is scheduled to go down in the 
Houston area but we are not going to deploy that until we are cer- 
tain that those two have, in fact, been fixed. 

Mr. Latham. Which one has been, supposedly? 
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Mr. Babbitt. I will have to get back to you. I know that we had 
a data transfer where the data tags were not following. I am not 
certain which one was the more critical. The other was, when they 
went from one sector to the other sector, sometimes the data tags 
had to be manually adjusted. Neither of those can be operational; 
we can’t operate a system until those are fixed. 

Mr. Latham. But you have certified. You made a decision to go 
forward. 

Mr. Babbitt. With the concurrence of that audit group and with 
the concurrence of our controllers. 

Mr. Latham. I mean, the final report and one of the high risks: 
“Incorrect pairing information could lead controllers to misidentify 
and issue instructions to the wrong aircraft, which could result in 
the loss of separation with other aircraft and terrain.” 

Has that been resolved? 

Mr. Babbitt. I will have to get back to you as to which one. But 
what we are doing, just so you understand, that is if we weren’t 
aware of the problem. We are manually doing these. We are not 
going to let the system operate so that this could happen. 

Mr. Latham. And, also, the team observed handoff problems be- 
tween ERAM and other facilities. “System and controller-initiated 
handoffs were sent to incorrect sectors and facilities. In at least 50 
instances, controllers were unable to initiate automated handoffs. 
Conflicting handoff status was displayed at initiating and receiving 
sectors. System-initiated handoffs resulted in excessive fail mes- 
sages.” 

So you are handing off to another sector and they don’t know 
where the plane is, and there is separation, and these things are 
moving at 600-and-some miles an hour, and we don’t know where 
they are or who has them? 

Mr. Babbitt. No, the automated side of it now, which is what we 
are testing, is why we can’t deploy until they are resolved. You con- 
tinue to do the manual backups, which slows the system down. 
Each one of these we work with our software vendors. One of the 
things I have to applaud is the fact that we are using our control- 
lers today to help us, which has been an enormous step. I candidly 
think that the early implementation suffered because we did not 
have the involvement of the air traffic controllers. Today they are 
an integral part of the team working with us. 

They have workarounds for this, but workarounds are not the 
way the system needs to run. The things you have identified are 
happening. We have workarounds. But that is like putting a yellow 
sticky on something and saying, “Don’t turn this switch on.” That 
is not the way it has to run when it is completed. We want to make 
sure that these workarounds become resolved and are, in fact, 
automated, and automated 100 percent of the time so that the sys- 
tem is failsafe. 

Mr. Latham. If I could just finish my thought — it was certainly 
not the right thing to do to exclude the controllers from partici- 
pating — I mean, that is just nuts. They should have been involved 
from the very beginning. 

And if you could answer very quickly, what is your current esti- 
mate of how far the program will exceed original schedule? Mostly, 
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the funding baseline. How much more overrun are we going to 
have? Is the $500 million right? 

Mr. Babbitt. We have in this budget $330 million. We think that 
we are on the waterfall. We have two up and running. We plan to 
put five more 

Mr. Latham. “On the waterfall”? I am not sure 

Mr. Babbitt. I am sorry. The scheduled. When we bring these 
on, we bring 

Mr. Latham. We pour a lot of money around here. 

Mr. Babbitt. Very poor choice of words. We have the dam up. 

Mr. Latham. Okay. 

Mr. Babbitt. We have deployment scheduled for 5 more this 
year, 6 the year after, and 7 the following year, which will be full 
deployment of all 20 . We do not, nor do any of the folks working 
on this with us, see any reason to believe that this is not a realistic 
timeline and a realistic budget projection. 

Mr. Latham. Thank you. 

Mr. Pastor. 

IMPACTS OF A GOVERNMENT SHUTDOWN 

Mr. Pastor. Thank you, Mr. Chairman. 

Given the current state of play, I would be remiss if I did not 
ask you what the FAA would do in the event of a government shut- 
down. What happens to the FAA if the government shuts down? 
What functions continue, and what functions will cease? 

Mr. Babbitt. I know the administration has expressed this con- 
cern, and we certainly hope that there can be a resolution to this 
to avoid it. We are refining the plans that we have. We certainly 
have identified those highly critical safety areas that we would 
have to maintain. Certainly, air traffic control and our critical safe- 
ty areas will be addressed. 

We have some history here as this happened in 1995. We are 
using 1995 as a template. And, of course, we are coordinating with 
the Department of Transportation to refine our plans. 

Mr. Pastor. Well, I mean, that is a general response. If you 
could be more specific. I would ask you, take that 1995 template, 
what did you learn? And how are you going to implement it? You 
weren’t there, but you were probably flying at the time. 

Mr. Babbitt. Let’s see, was I? No. 

Mr. Pastor. But air traffic controllers, are they all going to be 
on call? Are they going to be on regular duty? What are we doing 
with air traffic controllers? 

Mr. Babbitt. Air traffic control will be unchanged. There will not 
be any impact on the air traffic control system. As we refine these 
plans, areas that clearly would come to mind are administrative 
functions. Certification-type inspections will go on, but things that 
are being certified for use in the future will not. We are working 
to refine those areas. 

Mr. Pastor. So air traffic controllers report to duty if your time 
is 

Mr. Babbitt. They will be on schedule. There will be no degrada- 
tion to the service provided in the national airspace system. The 
towers will be manned. The centers will be manned. The 
TRACONS will be manned. 
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Mr. Pastor. The safety personnel — obviously, ongoing safety re- 
quirements will continue over the weekend or as long as we make 
sure these planes are fit to fly, et cetera? 

Mr. Babbitt. Yes. 

Mr. Pastor. Who else would be considered essential that you 
would have? 

Mr. Babbitt. We need the people that work on our technical op- 
erations so that all the facilities work. We maintain about 12,000 
facilities around the country. The radars have to work, the ap- 
proach equipment has to work, the radios have to work. Those peo- 
ple would be at work. We are not going to degrade the safety of 
the system. 

Mr. Pastor. So the safety will continue so that the American 
public 

Mr. Babbitt. The American public should be very comfortable 
that the national airspace system will operate as safely as it does 
today. 

CONTROLLER TRAINING/WASHOUT RATES 

Mr. Pastor. I think it was one of the other Members who had 
talked about the IG report of the washouts you had at the air traf- 
fic controller school. Was it one out of five, is that correct? 

Mr. Babbitt. Yes, sir. 

Mr. Pastor. And I think in this budget, how many air traffic 
controllers are you asking for or requesting? The staffing level, 
what do you have? 

Mr. Babbitt. We staff to the traffic levels, and we are forecasting 
that the air traffic is not going to be back to pre-9/11 levels until 
after 2020. There are a number of reasons why there has been a 
reduction after 9/11. The fuel crisis and the economy have impeded 
traffic. All of these things led to a drop-off in air travel. You have 
also seen airlines consolidating so that, instead of running three 
35-passenger airplanes, they run one 100-passenger. That is a seri- 
ous reduction in the traffic. 

So we man to the traffic. We also have not requested as many 
new controllers because attrition is down. As our training it gets 
to equilibrium, we simply don’t need any new controllers. We have 
enough to run the system, and we have reflected that. 

Mr. Pastor. I will go back to my question. You have 300 less air 
traffic controllers based on all those factors? 

Mr. Babbitt. Yes, sir. That is right. 

Mr. Pastor. And on the trainings, what are we doing to improve 
that so that we can improve, I guess, better people so that they will 
be — or what seems to be the determination for why people are 
washing out? 

Mr. Babbitt. Well, we have had quite a range of retention and 
washout rates. And, by the way, there was some disagreement that 
we had in the IG’s report. For example, if we hired a controller and 
we had 9 percent of them washed out in the first year, we said that 
we had a 9 percent attrition rate. The following year, another 9 
percent washed out of that same class, we would have another 9 
percent. They said, no, actually you had 18 percent. A little of this 
is the semantics and the math. 
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So we will accept the attrition rate. But that is not exceedingly 
high. This is a very complicated environment. One of the things 
that we were forced to do prior to my arrival here but was going 
on, involved the controller agreement that was in place limiting our 
ability to attract experienced controllers into more advanced facili- 
ties. So, we were often forced to put new trainees into our most 
complex facilities. We suffered a much higher washout rate. 

So to take someone from school, because the only way you can 
fill the vacancy was to do it with a new controller, was unfair to 
the new controllers. You would not start as a brand-new pilot, you 
would not put them in the left seat of a 747. You would train them 
as a first officer and build their experience. Today, we are doing 
that better. We are assigning people to less complex facilities. Let 
them learn and let them advance, as we had done in previous 
years. So I think it is going to result in a more effective program, 
lower washouts and better use of our training dollars. 

Mr. Pastor. Thank you, Mr. Chairman. 

Mr. Latham. I thank the gentleman. 

Mr. Womack. 


CONTRACT TOWER PROGRAM 

Mr. Womack. I am going to ask one more question. And I realize 
you have a lot of things on your plate, and this particular question 
may not be one of your highest priorities. But it is important to me, 
and, in the interest of full disclosure, having been a mayor of a city 
that is affected by this program, I have to ask you about it. But 
I want to talk about the Contract Tower Program. 

Mr. Babbitt. Yes. 

Mr. Womack. And I was glad to hear your comments about the 
economic-development impact that airports, large and small, have 
on communities. And, certainly, they do in the area where I was 
the Mayor, because at the Rogers airport we had a pretty large 
fleet of jet aircraft operated by a pretty sizable five-and-dime oper- 
ation in Northwest Arkansas. 

There are about 230 or so smaller airports in the Contract Tower 
Program, and the vast majority of these airports are almost fully 
funded, heavily subsidized by Federal dollars. There are 16 air- 
ports, however, that are in a cost-share program, and I think it has 
been somewhat punitive to these airports — particularly the one 
that I am speaking of, because over 80 percent of its traffic is high- 
performance jet aircraft bringing a number of passengers in to 
transact business with some pretty impressive companies scattered 
in our region. 

Why do we continue to hardship the municipalities that have to 
pick up the remaining share of these programs? And it is a small 
amount of money that could fix the problem. And I realize we are 
in a constrained financial environment and every dollar counts. 
But, truly, why are we still having to deal with these new cost-ben- 
efit analyses? And, in this particular case, because over 80 percent 
is corporate traffic, safety is a must, dealing with some of Amer- 
ica’s most known companies. 

Why are we still having to deal with this? 

Mr. Babbitt. Well, leaving the philosophical question for a sec- 
ond to discuss the mechanics of the program, we start with the 
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smallest airports that have no radio control tower, no radar, noth- 
ing. Complexity builds and builds. You get to the point where per- 
haps you should have some type of coverage so navigation facilities 
get added. 

As the complexity works its way up, we get to a level where we 
say, well, should there be a tower here or not? No, it is actually 
below the level where we would command to put a contract tower. 
But a city might say, “But we really want one, and we will pay the 
difference.” You may well have inherited one of those situations 
where someone said, “We want this tower. The Federal Govern- 
ment will only pay this much, but you know what? We want the 
tower, and we think it will attract business.” Airports do attract 
business; I appreciate that. So they will make a conscious decision 
to say, “Okay, well, we will pay the difference if we can get the 
tower because that will generate the traffic.” Hopefully, the traffic 
will build enough so that you won’t have to pay the subsidy any 
longer. 

I would actually like to have a little better understanding of 
some of these airports. I am giving you a very superficial answer, 
but I could look into it and would be happy to get back with you. 

Mr. Womack. Well, having been the chief executive of that city 
at the time this process was conceived — it all happened on my 
watch 

Mr. Babbitt. Oh, okay. 

Mr. Womack [continuing]. The cost-benefit analysis was feasible 
for the city to absorb its share of the cost. 

However, into the program, having spent a million dollars on the 
tower and having gone to this process and invested all this money 
in these personnel, the cost-benefit analysis all of a sudden flipped 
on us when new bean counters came to town and decided that our 
share of the cost was going to be exponentially higher. At some 
point in time, these cities have to decide whether it is actually 
worth it to maintain the tower and continue to provide that type 
of controlled airspace. 

But I would like for someone on your staff to 

Mr. Babbitt. Sure. 

Mr. Womack. And I realize it is 16 airports. One of my concerns 
is that there was no way in the cost-benefit analysis to award any 
kind of prioritized value, if you will, to the fact that there are many 
high-performing corporate jet aircraft that are flying in and out of 
that place. And that is a big difference in flying a few skyhawks 
in and out, doing touch-and-go. 

Mr. Babbitt. Yes, sir. 

Mr. Womack. That is my concern, and I would like for you to 
look into it 

Mr. Babbitt. We sure will. 

Mr. Womack [continuing]. And have your staff talk to my office 
about it. 

I yield back, Mr. Chairman. 

Mr. Latham. I thank the gentleman. 

We will go to the distinguished Ranking Member of the full Com- 
mittee, Mr. Dicks. 
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SOUTHWEST AIRLINES HULL BREACH 

Mr. Dicks. Thank you very much. 

I am sure you have covered this territory, but I was hoping to 
ask you about the situation on the Boeing 737s and Southwest Air- 
lines and, kind of, what the FAA is doing about this and where we 
stand on this. 

Mr. Babbitt. All right, sir. 

Well, first off, we announced yesterday an airworthiness direc- 
tive, which has all the operators and the approximately 175 air- 
planes worldwide. About only 80 of them are in this country and 
the majority of those are operated by Southwest Airlines. We have 
put an airworthiness directive out that says any aircraft that has 
more than 30,000 cycles (a cycle is a takeoff and landing), needs 
to be inspected within 20 days. If the aircraft has more than 35,000 
cycles, we want that inspection done within 5 days. 

We put out a widespread fatigue damage rule 6 months ago. It 
is now finishing its data-collections period. This looks at these air- 
craft in general, not just this specific model. This AD, or airworthi- 
ness directive, is specific to the Boeing 737-300, 400, and 500 se- 
ries. The other Boeings are not subjected to this AD. 

But I have asked the team to go back and look at this over- 
arching rule that we put out 6 months ago. The manufacturers 
were involved in the construction of this rule. Pilots, mechanics, 
lots of people in the industry, people who frame these airplanes 
and so forth, all experts, came up with this rule. 

But we are going to go back. I have asked the team to look at 
this. Are we collecting the right data? Are we asking the right 
questions? Are we testing the right things? Because we do have an 
aging fleet of aircraft and we want to make certain and we want 
to make sure that the traveling public is comfortable that these air- 
craft are safe. 

Mr. Dicks. One issue that came up — and I think Boeing said 
something yesterday about this — was metal fatigue. What about 
that? Is that one of the major problems here? They were saying 
that where the rivets — that there were cracks, and they were 
caused, as you have suggested, by the number of landings and 
takeoffs. 

But this is an older airplane, too. Isn’t this about 12 to 15 years? 

Mr. Babbitt. It is a 15-year-old airplane. We have airplanes that 
fly safely, but the number of cycles are important. As I explained 
a little bit earlier, not only is it the pressurization and depressuri- 
zation, but the aircraft, the metal, is subjected to some pretty ex- 
treme heat changes. So at 40,000 feet, for example, the tempera- 
ture is about 40 degrees below zero centigrade. That is very cold. 
Now that airplane heats back up and lands in Dallas or someplace, 
and it is 90 degrees. So it is extreme temperature changes. 

Most of the metal fatigue is not visible to your eye. We use some 
very sophisticated techniques, eddy current or electromagnetic type 
of testing, where we measure the flow of electricity across an area 
of metal, and you know what it should flow at. If it does not flow 
at that rate, then you suspect that there may be a crack that you 
can not even see. 
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So, we do not know what happened to this airplane. That is an 
important point, too. We have suspicions, but we do not know 
whether it was the metal itself, the riveting, the technique? We do 
not know. 

Mr. Dicks. Now, Southwest has had some — I am a big supporter 
of Southwest Airlines, especially on baggage fees, Mr. Chairman. 

Mr. Pastor. Also mileage. Throw mileage in there, too. 

Mr. Dicks. Okay, mileage, too, yeah. 

Mr. Pastor. And peanuts. 

Mr. Dicks. But they have had some problems in the past, isn’t 
this correct, on doing proper inspections. And they received a very 
significant fine a few years ago. Is that still part of the problem? 
Are they not doing what they should be doing in terms of inspect- 
ing these airplanes? 

Mr. Babbitt. No. 

Mr. Dicks. Do we have the resources — this is what I am trying 
to get to — do we have the resources to make sure that the airlines 
are abiding by these directives that you quite properly put out? 

Mr. Babbitt. We have no suspicion that they have done anything 
wrong in that area. Their compliance was one of the first things 
we looked at. Again, they have been scrutinized quite heavily. And 
you are correct, they did receive a substantial fine. 

I mentioned earlier that I was part of a review team that looked 
at their AD compliance. They have completely revamped their 
maintenance operations, and we are very comfortable. They did 
have one other aircraft have a hull breach, I think it was almost 
a year ago in a completely different area of the airplane and for 
completely different apparent reasons. 

So, again, we do not know what happened in this. We know what 
we think happened. But we are working with the NTSB. The inves- 
tigation is ongoing. They will give extensive testing to all the metal 
and test it for fatigue and other things. 

Mr. Dicks. So this doesn’t affect all the other — 737 is kind of the 
workhorse of the air transportation business. And, you know, they 
are building these planes at, you know, 30-some a month in 
Renton, Washington. So those aren’t affected; it is just these older 
aircraft that you are focused 

Mr. Babbitt. Yes, sir. As I said, there are only 175 of these in 
the world. Boeing has, I believe at last count, over 3,000 of these 
aircraft that have been built. Only 175 are of this model, and they 
are the only ones affected. 

Mr. Dicks. Thank you, Mr. Chairman. I appreciate it. 

Mr. Latham. Thank you. 

Mr. LaTourette. 

Mr. LaTourette. Thank you, Mr. Chairman. 

And, Mr. Administrator, I want to congratulate you. You have 
lasted 20 more minutes than the administrator from the FHWA 
did. I appreciate that very much. 

Mr. Latham. And he is giving some answers. 

Mr. LaTourette. Yeah, I k now. 

So you are doing a great job. 

Mr. Babbitt. Could I ask what happened to him? 

Mr. LaTourette. Well, you know, it was his little notion of send- 
ing up a $556 billion highway program without any idea of how we 
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are going to pay for it. Kind of got him in trouble. But you are 
doing a wonderful job. 

Mr. Babbitt. Thank you, sir. 

Mr. LaTourette. You know, this 737 thing bothers me because 
I — even though I am a big fan of Continental Airlines, you know, 
these regional jets are like flying on a hypodermic needle. So I have 
been going up to Baltimore and getting on Southwest and taking 
the 737s, which I think is a wonderful airplane. 

And I can remember maybe 15 years ago after the crash in Pitts- 
burgh, there was a rudder problem, I remember, that grounded 
them for a while. And I know you will get to the bottom of this, 
and I hope you do, because I think it is a wonderful airplane. 

GROUND-BASED AUGMENTATION SYSTEM (GBAS) 

I want to talk to you about something we talked about last year. 
It is another acronym, GBAS, Ground-Based Augmentation Sys- 
tem. And I specifically talked to you about Air Station Guam and 
the inability to certify GBAS in bad weather conditions in Guam, 
even though — and I heard that you said Alaska Airlines is the only 
airlines that have everybody equipped with the NextGen system. 
But other airlines are in different stages of that. 

Mr. Babbitt. Right. 

Mr. LaTourette. And it is my understanding that Continental 
United do have a fleet of aircraft available to take advantage of 
that in Guam, if the system was working. 

So a year has passed. Where are we? 

Mr. Babbitt. Well, GBAS, which, just to sort of break through 
the acronym barrier, Ground-Based Augmentation System. Fun- 
damentally, when we have a satellite signal that comes down, they 
are not deadly accurate. It is okay for your car if you are driving 
and you wound up one driveway away from the house you were 
headed for; that is close enough in your car. It is not close enough 
in an airplane. We want to know precisely where the center line 
is; we want to know precisely the altitude. 

So, what we do, we correct the signal. We take a device on the 
ground which knows exactly where it is, it takes the satellite sig- 
nal, and it says to the satellite, “You are off by 20 feet,” and it 
sends a correction to the airplane. That is a Ground-Based Aug- 
mentation System. 

Now, what we have in Guam specifically, we have currently an 
operable ILS landing system that everyone uses. If we were to put 
a ground-based system there, we would simply replicate that capac- 
ity and capability so we could shoot the same approach. It is expen- 
sive. We only have three of these right now in testing and we 
would have to have one moved or buy one. 

In an effort to try to meet folks halfway, I actually met with Con- 
tinental Airlines. They said, “Well, we would use it a lot.” And we 
got into, “Well, when would you use it? Because you have IBS’s 
now. You can shoot an ILS.” They said, “Well, sometimes storms 
blow the ILS down, and it is out for a few days. That is when we 
would use it.” We said, “Well, we will make you a deal. If it is 
worth that much to you, it is about a $3 million system, would you 
pay a million dollars of it and enjoy the benefit?” And they said. 
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essentially, “Well, it is not worth that much to us.” So we didn’t 
go any further with those discussions with them. 

Again, we have a limited number that are being used. I think we 
have one in Newark for testing and that has been very effective. 
Again, in the area where we don’t want to just recreate overlays 
to what we do, but we want to use them to provide new services 
and so forth, it really did not meet that criteria. Not that we would 
not revisit it again, but that was the essence of where we were. 

Mr. LaTourette. I appreciate that answer. 

And just on Mr. Pastor’s comment, I echo your observation. I 
don’t think a government shutdown is good for anybody. And that 
is why I know Mr. Pastor and Mr. Dicks will do everything in their 
power to convince their leadership to be more reasonable as we go 
through these discussions. 

Mr. Pastor. We are working on it. 

Mr. LaTourette. I know you are. Listen 

Mr. Pastor. You need to persuade the Speaker not to raise the 
amount every time we agree to one, though. That is the problem. 

Mr. LaTourette. Well, the difficulty, quite frankly, reclaiming 
my time, is that, as time goes by 

Mr. Dicks [continuing]. Moving the goal post. 

Mr. LaTourette. Well, anyway. I know if you guys were in 
charge, we would have this thing solved. 

COMMERCIAL SPACE 

Just real quickly, commercial space. 

Mr. Babbitt. Yes, sir. 

Mr. LaTourette. My concern, you know, there are a lot of dis- 
cussions about NASA or FAA housing commercial space. And I 
guess that ship has sailed. 

I think it is how quickly we are going to develop commercial 
space. Because I happen to think the administration made a mis- 
take when they canceled the Constellation program and surren- 
dered near-space manned space flight as a government function to 
the Russians and Chinese. And we are seeing today that the Rus- 
sians have indicated, I think, to take one of our astronauts to the 
space station, $58 million. And they can only bring a backpack 
with 110 pounds on it, as opposed to all the wonderful things that 
the shuttle was able to accomplish. 

So, how quickly is commercial space going to be a reality in this 
country? And when are we going to have the craft necessary to re- 
place what the Constellation and the shuttle was doing? 

Mr. Babbitt. Well, that, of course, is asking me to look a little 
bit out into the future. We do have commercial rockets today, and 
they have been very successful. They have handled a lot of the pay- 
load. Some of the Low-Earth-Orbit-type payloads go up, in terms 
of delivering satellites into geostationary orbit. 

I think we are looking at 2016, when using commercial forecasts. 
We have licensed our first exit and re-entry recently, which was ex- 
citing, and it went precisely as planned. Our concern is, during this 
launch, that we don’t jeopardize anybody in the cargo area itself 
and obviously passengers if they are onboard. 
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This is a new area for us, but 2016 looks to be the time frame 
where we are going to be able to perhaps take cargo to the Space 
Station. 

Mr. LaTourette. I thank you, Chairman. 

CONTROLLER FATIGUE 

Mr. Latham. I thank the gentleman. 

You know, I think our air traffic controllers do a fantastic job. 
And it has to be just a really tough job. And we had the unfortu- 
nate incident here in Washington. Have there been other incidents 
of the same thing happening? 

Mr. Babbitt. Yes, sir. We actually, I am disappointed to say, in 
our investigation we did find another incident, different than this 
one. 

Mr. Latham. Just one? 

Mr. Babbitt. Yes, sir, just one. And it was, unfortunately, will- 
ful. And we are in the process of disciplinary proceedings which 
will terminate this employee. 

Mr. Latham. Okay. So you are handling that differently than 
this instance? 

Mr. Babbitt. This was willful. This was willful. The current one 
is under investigation. But this was a willful violation. 

Mr. Latham. Okay. We don’t need to do it here, but if we could 
get information on that, I would appreciate it. 

Mr. Babbitt. Yes, sir. 

nextgen/rnav-rnp implementation 

Mr. Latham. Going to NextGen, I think everyone, obviously, is 
very supportive of the concept. And I think it will save a lot of fuel 
and a lot of time, efficiency in the system, as well as safety. But 
we are also looking at kind of a tradeoff. When you look at some 
of the airports, like JFK and LaGuardia and Newark, you could 
have the system in place, but you still don’t have the runways to 
land airplanes on. So what is the priority? 

Mr. Babbitt. Well, I think these go somewhat hand-in-hand. You 
have two problems. If you fix one, you only have half a problem 
left. We are trying to fix half of the problem. 

Mr. Latham. Okay. So which comes first? 

Mr. Babbitt. Well, I think we have fixed the airspace. There is 
a finite amount of ground in which to expand. We just finished a 
major expansion at Kennedy. We now have the longest, other than 
where the space shuttle lands, runway in North America at Ken- 
nedy Airport. This helps that airport serve all their long-haul inter- 
national traffic. 

But one of the things we gain when we fix the airspace is our 
ability with RNP-type approaches. We are doing this today. It is in 
place and operating in the Chicago metroplex, where we have 
taken O’Hare and Midway and decoupled them. In the past, we 
would have treated that airspace as one area of airspace. For ex- 
ample, if Midway Airport, was operating at 60 percent of its run- 
way capacity but O’Hare was having ground delays and holding, 
then if someone new wanted to come to Midway they had to suffer 
whatever the delays were at O’Hare. Well, today they don’t. We can 
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go into and avoid being in the O’Hare airspace, therefore, Midway 
is unaffected. So at least we have solved some of that problem. 

We hope to do that. There are times when, in the New York 
metroplex, we have closed Teterboro. We literally close the airport 
to accommodate the volume of traffic that is going into Kennedy, 
LaGuardia, and Newark. We do not have to do that if we can sepa- 
rate those airports. Right now, we are working with the controllers, 
and we have tests under way where we can de-link LaGuardia 
from Kennedy’s operations. 

Those two airports, if we had a map, are remarkably close to- 
gether for two big, high- volume airports. They suffer the problem 
that, when the wind is from one direction, the arrivals going into 
one airport overlap the departures from the other airport. That 
makes traffic movement very difficult in high-wind conditions. If 
we can decouple those, then we get a huge advantage. Then we can 
attack the runway problem. 

Mr. Latham. Going to that point, as far as the procedures in and 
out of the busiest airports, and you are well aware, the rest of the 
world is surpassing us here. And you have systems, you know, in 
Australia, Canada, throughout Europe, China, they are using a lot 
of third-party procedure development. Is that an option for us? Or 
why aren’t we keeping up with the rest of the world? 

Mr. Babbitt. If I could have the air traffic flow problems of Syd- 
ney and put them in place at Kennedy, it would look like a Swiss 
watch running. To compare those traffic levels, it doesn’t do justice. 

Mr. Latham. In Europe? 

Mr. Babbitt. Even Heathrow, I think, is the sixth-busiest air- 
port. Houston is busier. We have unique problems with the high 
volume that we put into our metroplex areas. In terms of deploying 
more rapidly, it is certainly something we can look at. I certainly 
would not rule it out of the equation. 

Mr. Latham. Okay. My time has expired. 

Mr. Pastor. 

CONTINUOUS LOWER ENERGY, EMISSIONS, AND NOISE (CLEEN) 

PROGRAMS 

Mr. Pastor. Thank you, Mr. Chairman. 

In the past, the subcommittee has given you funding for CLEEN, 
which deals with alternative fuels, lowering the emissions, and also 
abate some of the noise with, hopefully, a combination of better 
fuels, et cetera. And I know that we have an agreement with five 
companies in the private sector to develop the technologies that 
will result in lower noise and lower emissions in the fuel burn. 

Where are we today on that particular program, CLEEN, in 
terms of alternative fuels and noise abatement, et cetera? 

Mr. Babbitt. Sure, CLEEN is a wonderful program. I think it is 
a very good example of the partnership between government and 
the private industry. CLEEN has participants which include engine 
manufacturers, airframe manufacturers, people in the fuel indus- 
try, all working together. CLEEN is Continuous Low-Energy, Emis- 
sions, and Noise. We are talking about the noise that the aircraft 
make and the amount of carbon emissions that they make. Yes, we 
do have some funding there, and this is one of the areas I think 
would be negatively affected. 
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Our goal is to have sustainable fuels, and sustainable in terms 
of the environment. Secondly, we want these fuels to be drop-in. 
When I say drop-in, we are talking about a fuel that is not certified 
just for operation in one particular jet engine or one model of air- 
plane. We are talking about fuels that can go to any current tank 
farm, be delivered through any hose, any truck, be put it in any 
airplane. If you burn JP-4 today, kerosene jet fuel; this fuel could 
go in the exact same delivery system without effect. 

I think we are making very good progress in that regard. 

Mr. Pastor. But where are we? I mean, do we have such a fuel 
now that we are using? Or do we have a number of fuels that we 
are testing? I mean, where are we? 

Mr. Babbitt. Yeah, we have a number of fuels that we are devel- 
oping. Quite often, in the past, you En-Route operations where 
someone would fuel one tank and run one engine. But today, we 
have confidence and have run aircraft in the test modes, not with 
passengers, but in the test modes with these types of fuels. 

Mr. Pastor. I was going to ask a question. I know you are in the 
test mode. When do you foresee that that will be into the commer- 
cialization and being used on the aircraft that we are currently op- 
erating? 

Mr. Babbitt. Well, a little of this becomes the economics of it. 
In other words, could we develop that fuel tomorrow, or have it in 
place? We might. I think we are actually a couple of years away 
from that fuel. 

Mr. Pastor. Okay. 

Mr. Babbitt. But the other side of it is, if kerosene costs $3 a 
gallon and this fuel costs $5 a gallon, I don’t think people are going 
to line up to buy it without some other incentive. We have to look 
at the economics of these alternative fuels. 

The goal, of course, would be to have a fuel that is equal to or 
even less expensive than what is currently being used — since it is 
a sustainable fuel. 

Mr. Pastor. Well, at one time, I think last year, we were talking 
about jet fuel that was being produced by algae. 

Mr. Babbitt. Right. 

Mr. Pastor. Is that still part of the testing? 

Mr. Babbitt. Yes, sir. Yes, it is. 

Mr. Pastor. Where are we at? I guess we were testing that fuel. 

Mr. Babbitt. Yes, we are. I think this is one of the areas where 
I have folks that have a lot more expertise and details. I would be 
more than happy to educate both myself as well as sharing that in- 
formation with you. We would be more than happy to come over 
and give you a better, more robust view. 

Mr. Pastor. Yeah, because, as I understand, this program wants 
to not only get to the sustainable fuel but also abate the noise, 
which is something very important around our airports 

Mr. Babbitt. Right. 

Mr. Pastor [continuing]. And, at the same time, also lessen the 
carbon imprint in the emissions. So there are other incentives that 
are built into this program that, possibly, as we look at the price 
of the alternative fuel, price may not be the only factor, or should 
not be the only factor, because there are other advantages, hope- 
fully, that will come with this program. 
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Mr. Babbitt. That is right. I completely agree. 

Mr. Pastor. Thank you, Mr. Chairman. 

Mr. Latham. I assume the gentleman believes that soybean oil 
from Iowa would be a very good part of the whole equation on the 
clean fuels? 

Mr. Pastor. If we can get away from corn, the answer would be 
yes. Because I will tell you the problem I have 

Mr. Latham. You are killing me. The gentleman is not recog- 
nized. 

Mr. Pastor. Mr. Chairman, I want to tell you what my problem 
is. I have almost every Mexican restaurant in Phoenix, Arizona, on 
me on the price of corn. So they have a personal interest in this. 

Mr. Latham. I appreciate that. 

The gentleman from Texas, Mr. Carter. 

NEXTGEN USER INPUT 

Mr. Carter. Thank you, Mr. Chairman. I apologize for being 
late, but, unfortunately, all of my chairmen have such great minds 
that they all work at the same time, and so they schedule hearings 
at the same time. 

On the NextGen program, this is not a very complex question, 
but a question that I think needs to be asked. We have experienced 
in some of the programs that have been developed by this adminis- 
tration that they have been reluctant to talk to people for opinions 
or to go into the field and ask for ideas. 

On the NextGen program that the FAA is working on, have the 
pilots, the air traffic controllers, and others been asked for field 
input as to the reality of the program? And has that input been a 
part of the development of NextGen? 

Mr. Babbitt. Yes, sir, absolutely. Shortly after I became the ad- 
ministrator, we worked with the RTCA, which is a nonprofit indus- 
try group, and 300 different people. These were avionics manufac- 
turers, pilots, airlines, everyone in the business was involved. We 
gave them the NextGen implementation plan and asked them to, 
essentially, validate it. They came back and said, “There are a lot 
of things we would change.” We have worked on those changes. 
They were thoughtful and refocused our thinking, candidly. 

We continue to work with them and meet with them. Today, we 
have a NextGen advisory council, which is made up of people in the 
industry all outside of the FAA. They are ongoing oversight avail- 
able to us. 

So, yes, we openly seek and have developed partnerships with 
airlines. We have a partnership with Southwest. We have a part- 
nership with JetBlue. We have a partnership with a number of our 
carriers out there. In the past, we have used UPS to help us with 
experiments we did into Louisville, KY. We have been able to get 
user feedback and actual data. It is one thing to forecast it; it is 
another thing to put it into practical use. I think we are doing an 
exceptionally good job of seeking and listening to the users that are 
eventually going to help us develop the system. 

CONTROLLER FATIGUE INCIDENT 

Mr. Carter. Excellent. That is good. I am glad to hear that. 
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I want to ask very quickly about the incident that occurred at 
Reagan National Airport. My dad used to tell the story of the little 
boy who pushed over the outhouse. And when his dad asked him 
if he pushed over the outhouse, he said, “I did. Dad. I cannot tell 
a lie. I pushed over the outhouse.” Then his daddy took out a belt 
and whipped him. And he said, “But, Daddy, when George Wash- 
ington confessed to cutting down the cherry tree, he got com- 
mended.” He said, “Yeah, but his dad wasn’t in the cherry tree 
when he got pushed down.” 

Well, the very same thing on the incident at Reagan National 
Airport. All of us, at least the ones sitting in this room, could be 
in the cherry tree. 

Mr. Babbitt. Yes, sir. 

Mr. Carter. And so I want to ask the question about the air 
traffic control situation where the gentleman fell asleep. I under- 
stand the shout lines, which are supposed to be able to wake people 
up, didn’t work. And I don’t know if you want to comment on that 
and why they didn’t work. 

And, secondly, what are we doing to make sure that — even 
though only six flights are coming in each night, if you are on those 
six flights, it would be pretty important to you to know that there 
was somebody watching the situation. 

Mr. Babbitt. Yes, sir. Well, I expressed my own personal outrage 
that this happened. And it shouldn’t have happened, and I am 
going to make certain it never happens again. We have an ongoing 
investigation as to what happened. We have put in a number of 
things. I described a little bit earlier in here the things that we 
have done in the short term. We are looking at longer-term solu- 
tions of how we man these towers, what equipment we might need. 

One thing that I am compelled to put forward here: At no point 
were these aircraft ever out of radar contact. At no point did they 
not have backup communications available to them. We were talk- 
ing to them all the time. Sometimes we have to shut down a tower 
due to lightning striking a tower, high wind warnings, or other ab- 
solute things out of our control. There are plans and procedures in 
place to supplement this. 

Now, this should not have happened, and you have my pledge 
that it will not happen again. But I would not want anybody to 
think that these aircraft were just wandering around aimlessly. No, 
that was not the case at all. They were always in communication. 
Anytime an aircraft changes frequency, if you do not get a commu- 
nication established, you go back to the last frequency. This is a 
standard routine. The pilots did that and the controllers worked 
with the three aircraft in question by using backup procedures. 

Now, we are asking everyone to review what our backup proce- 
dures are. Is the equipment there? Are the procedures — and not 
only, are they there; make certain, let’s revisit and make sure that 
we follow those procedures. 

Mr. Carter. And I figured that there was a backup system that 
was communicating to them in the air. A question I would have is, 
one of the procedures I understand you have in place is to tell pi- 
lots that the runway is clear for them to be landing, and it is hard 
for someone in a tower in New York to be talking to this person 
down at Reagan and to tell them that the runway is cleared. That 
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is my understanding, that they actually had baggage handlers go 
out and check and then report that the runway was clear. And that 
all seems a little bit amateur to me. 

And so I hope we have systems that will fix this, because, unfor- 
tunately, I am in that cherry tree twice a week. 

Mr. Babbitt. Yeah. I can assure you, we are taking every step 
to change not only the procedures but to make certain this never 
happens again. 

Mr. Carter. Okay. Thank you. That is really what I wanted to 
discuss. 

Thank you, Mr. Chairman. 

Mr. Latham. Just to follow up, if there is not enough activity to 
keep one air traffic controller awake, now you have two sitting 
there. So we are paying for two people to sit throughout the night 
with very little work. Is this going to be a permanent situation? 

Mr. Babbitt. Well, we are certainly going to look at what the al- 
ternatives are. We have some things that we have looked at. For 
example, at some of the airports, we have a radar controller in a 
TRACON room in the same building and we have someone up- 
stairs. We may, in fact, move them upstairs at night so two people 
are each working together. We will have a number of things we 
will look at. 

Mr. Latham. Okay. I would appreciate it. 

The gentleman from Washington. 

IMPACTS OF GOVERNMENT SHUTDOWN 

Mr. Dicks. I will be very brief here. And, obviously, we are all 
working up here to try to make sure that the government does not 
shut down. But if, in fact, it should happen, what are the implica- 
tions for the FAA? 

Mr. Babbitt. Well, to the travelling 

Mr. Dicks. I would assume you are emergency and you would 
stay in place. 

Mr. Babbitt. Yes, sir. We have plans, and we are refining those 
plans, you know, with the Department of Transportation and the 
Office of Management and Budget. 

Fundamentally, we want to make certain that we cover all the 
safety aspects, that the safety of the system never changes. The in- 
tegrity of the system will be maintained. We will have all the nec- 
essary air traffic controllers, we will have all of the necessary in- 
spectors to ensure safety of the system. Now, that doesn’t mean 
that we will not look at areas that are nonessential, whether they 
be administrative or if I were a pilot who was planning on taking 
a check ride in one of these types of events, we may not have that 
inspector available. 

But we will look and make certain we have all the safety-critical 
functions covered. As I mentioned earlier, this happened back in 
1995. We have looked at that as a template. I think people were 
comfortable with the general template we used back then. We are 
taking a good look at that as we refine our procedures. 

Mr. Dicks. Thank you, Mr. Chairman. I appreciate it. 

Mr. Latham. I thank the gentleman. 

I think we are going to conclude the hearing. And there will be 
more questions probably submitted for the record. 
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Just on a personal level, I want to say thank you, because your 
communications have been tremendous. I respect very much the job 
that you do. 

We are going to have difficult budget situations going forward. 
And if we can do things jointly in an intelligent way, I think that 
is the way it would be best for everyone to proceed. So I just want 
to make sure you know my door is open. And I appreciate very 
much the communications we have had, and we will hope to con- 
tinue that. 

Mr. Babbitt. I thank you, sir. I appreciate the consideration that 
this committee has always shown us. And we want to be as open 
as we possibly can. We respect the fiscal constraints that are in 
front of us, and we are trying to do as best we can with that. 

Mr. Latham. Very good. 

Mr. Babbitt. Thank you. 
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Rep. Latham 


LOW COST GROUND SURVEILLANCE 

QUESTION : All of us recognize the need to reduce runway incursions and 
support the FAA’s effort to install new technology at airports 
as a proven approach to improve runway safety. For this 
reason, 1 was pleased to see that the FAA has initiated the 
Airport Surface Surveillance Capability (ASSC) program to 
deploy surface detection equipment at 9 new airports. I 
understand that the FAA recently indicated it will include an 
option to install ASSC systems without multilateration 
capabilities at 50 other airports. In these cases, ASSC 
surveillance would be provided solely by ADS-B data. 

How will this new requirement impact the Low Cost 
Ground Surveillance program and its focus on a primary 
radar solution only? 

ANSWER : 

The FAA is evaluating the Airport Surface Surveillance Capability (ASSC) 
system, which is funded as part of the Surveillance Broadcast Service (SBS) 
baseline that was approved by the Joint Resource Council (JRC) in 2007 (as part 
of the SBS life cycle through 2035). This multilateration Automatic Dependent 
Surveillance Broadcast (ADS-B) capable system is similar to the Airport Surface 
Detection Equipment (ASDE-X). Upon completion of the ASDE-X program, nine 
ASDE-3/AMASS systems will remain. The ADS-B program baseline therefore 
includes funding to implement SBS/Multilateration systems at these remaining 9 
ASDE-3/AMASS sites so that they become ADS-B capable. 

In addition to the 9 ASDE-3/AMASS sites, FAA has included an option for 50 
additional ADS-B only ASSC systems to provide surface surveillance at more 
airports. The FAA has not yet determined what impact this option would have on 
the Low Cost Ground Surveillance (LCGS) program. The LCGS program is still in 
the research and development phase and final site requirements, as well as the 
Final Investment Decision (FID) if warranted, will not be completed until calendar 
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year 2013. 

The potential funding for the optional 50 additional ADS-B only ASSC systems 
(plus an additional 8 ASSC systems) will be included in the Spring 2012 SBS 
second segment investment analysis covering the period 2014-2020. In addition, 
the analysis being done as part of the LCGS research and development phase will 
assess the cost and feasibility for LCGS to meet surface surveillance requirements. 
The outcomes of those two analyses will determine the impact of the LCGS 
program. 
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Rep. Latham 


NEXTGEN PUBLIC-PRIVATE PARTNERSHIPS 


QUESTION : What are your thoughts on using an innovative public-private 
partnership approach to resolving the NextGen equipage 
problem — like the one that was reported on in the WSJ on 
Monday, April 4th, 2011? 


ANSWER : 

NextGen will deliver significant benefits to the aviation community and the public 
at large. As has been widely acknowledged, achieving the full capability of 
NextGen benefits requires significant operator commitment and financial 
investment. Ensuring a significant portion of the aircraft fleet is appropriately 
equipped to take advantage of NextGen capabilities is one of the most critical 
challenges to achieving success. 

In response to the NextGen Implementation Task Force and Future of Aviation 
Advisory Committee (FAAC) recommendations, FAA has been working with the 
aviation community to address the issue of NextGen equipage. More specifically, 
through RTCA’s NextGen Advisory Committee (NACX FAA has asked the 
aviation community to make recommendations on how to prioritize and achieve 
the aircraft equipage needed to realize the full spectrum of NextGen benefits. 

With the NAC, FAA is exploring a broad array of options for implementing 
innovative equipage financing programs, including the public-private partnership 
featured in the referenced Wall Street Journal article. Many of the options bring 
up legal authority and budget issues that need to be evaluated. Under the 
Administration’s 2012 budget proposal, NextGen equipage is one eligible activity 
that could be supported by the National Infrastructure Bank. 
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Rep. Latham 


CONTROLLER PLACEMENT 


QUESTION : The largest, most complicated TRACONs in the country, like 
Chicago, New York, and Atlanta, continue to struggle with 
staffing issues. I am pleased to hear that you have changed 
these facilities so that they will only accept transfers from 
other facilities, and new controllers will no longer be placed 
there. 

Why can’t the FAA place new air traffic controllers in 
facilities based on their performance at the Academy in 
Oklahoma City? Shouldn’t the best controllers in the pipeline 
be placed in the most difficult facilities? 


ANSWER : 

The FAA does place new hires with former military and FAA controller 
experience into some of the more complex Level 1 1 and 12 facilities. These new 
hire exceptions include the placement of Veteran's Readjustment Appointments 
(VRAs), Retired Military Controllers (RMCs), and Reinstatements-DOD/FAA. 

Air Traffic Control Specialist (ATCS) applicants designated as General Public and 
Air Traffic Collegiate Training Initiative (AT-CTI) are required to pass the 
pre-employment aptitude test called the Air Traffic Selection and Training 
(AT-SAT) test. The FAA is currently conducting a research project to determine 
whether the AT-SAT is suitable for establishing the appropriate FAA facility 
placement for candidates from these hiring sources before they attend the FAA 
Training Academy in Oklahoma City, OK. FAA expects to complete the 
evaluation of AT-SAT by the end of calendar year 2012. 

The FAA Academy provides technical training in the ATCS occupation so the 
individual is well-equipped to begin on-site training at the FAA facility for which 
they have been selected. The FAA Academy is not set up at this time to determine 
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appropriate facility placement. 

The FAA is currently redesigning initial courses at the FAA Academy to increase 
student proficiency before they arrive at assigned facilities. In 2010, the agency 
overhauled the initial training course for En Route services, began a redesign for 
the initial TRACON course, and implemented additional skills enhancement 
content to bridge the gap between the “general education” Academy curriculum 
and the stepped-up abilities required for higher complexity facilities. Both initial 
Academy courses for TRACON and Tower are undergoing a comprehensive 
evaluation which incorporates an improved assessment process. The FAA intends 
to accomplish this by the end of calendar year 2012. 

The FAA continues to encourage internal movement of Certified Professional 
Controllers (CPCs) from lower-level facilities around the country by posting FAA- 
wide ATCS job announcements for our large TRACONs. This allows our 
controllers to receive the skills and experience needed before moving onto more 
complex airspace and encourages career progression. 
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Rep. Latham 


CONTROLLER PAY 


QUESTION : What is the average total compensation, including overtime, 
for air traffic controllers at the FAA? 


ANSWER : 

The average total cash compensation, including overtime, for all air traffic 
controllers in FY 2010 was $104,000. When overtime, holiday pay, and other 
premium pay elements (such as night differential) are added, the average total cash 
compensation was $1 19,000. Total compensation including benefit costs (for 
retirement, medical, etc.) resulted in total average personnel compensation and 
benefits cost of $161,000. 
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Rep. Latham 


CONTROLLER PAY 


QUESTION : How many employees made over $35,000 in overtime in fiscal 
year 2010? For those employees, how many hours of overtime 
did they work? 

ANSWER : 

In FY 2010 there were 1 89 air traffic controllers, out of a total of 15,696, which 
earned more than $35,000 in overtime pay. These employees worked a total of 
68,252 overtime hours, which is an average of 361 hours per controller. 
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Rep. Wolf 

RNAV/RNP AT RONALD REAGAN WASHINGTON NATIONAL 

AIRPORT 

QUESTION : On March 8, 2011, the FAA informed my office that Area 
Navigation (R-NAV) flight procedures at Ronald Reagan 
Washington National Airport had been tested, approved and 
published and that several issues were being resolved with air 
traffic controllers before the procedure was put into effect. 

My constituents in McLean are often under the path of 
arriving and departing aircraft from Reagan National, leading 
to significant noise increases. It is my understanding that the 
R-NAV procedures will give pilots a set of way-points that will 
keep aircraft over the Potomac River and significantly reduce 
noise in the McLean area of Fairfax County. 

What issues remain to be resolved with flight controllers at 
Reagan National or any other air traffic control facility in the 
National Capital Region? 

ANSWER : 

On March 10, 201 1 two Area Navigation (RNAV) Standard Instrument Departure 
(SID) procedures were published for Ronald Reagan Washington National Airport 
(DCA). The procedures were developed for departures from runways 1 and 33 
and provide a departure path northwest-bound over the Potomac River. These 
procedures were developed with the intent to evaluate them in mid-May because 
all operational issues and concerns could not be identified and addressed without 
real-time use. Since commuter aircraft are not equipped to fly these procedures, 
they can be used by approximately 70 percent of the aircraft that depart DCA. 

The FAA conducted an operational evaluation of the procedures for five days in 
May. The evaluation identified two issues that need to be resolved before further 
use of the DCA SID procedures: 

• Possible automation issue associated with passing data between Potomac 
Terminal Radar Approach Control (PCT) and the Washington Air Route 
Traffic Control Center (ZDC). A process was developed for both facilities 



to use thereby resolving the issue. 


Departure instructions were confusing pilots due to the formatting used 
the published chart. The solution requires that the chart be reformatted. 
This will be tied to work on other procedures at PCT that will be flight 
checked and charted in April, 2012. 
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Rep. Wolf 


RNAV/RNP AT RONALD REAGAN WASHINGTON NATIONAL 

AIRPORT 


QUESTION : When do you anticipate the R-NAV procedure to be fully in 
effect at Reagan National? 

ANSWER : 

The FAA expects the RNAV SID procedures for runways 1 and 33 at Reagan 
National Airport to be fully in effect by April 2012 after reformatted aeronautical 
charts are published. The initial Departure instructions were confusing pilots due 
to the formatting used on the published chart. The reformatting will be tied to 
work on other procedures at Potomac TRACON that will be flight checked and 
charted in April, 2012. 
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Rep. Carter 


NEXTGEN REDUCTIONS 


QUESTION : As FAA reassesses the President’s FY 2012 Budget 

Submission, what NextGen programs are being considered for 
reductions and what will be the impact of the reduction on the 
development and/or deployment of the capability? 


ANSWER : 

The FAA’s operating plans, based on the $2.7 billion enacted Facilities & 
Equipment budget, are now in place for FY 2011. These operating plans are being 
closely assessed to see what impacts the $239 million reduction in FY 201 1 will 
have on FY 2012 and beyond. 

The FAA’s plans for NextGen will need to be adjusted if the FY 2012 funding 
request for NextGen is not enacted. The delivery of some capabilities could be 
significantly delayed given a reduced fimding profile. If NextGen reductions were 
to occur, FAA’s reallocation strategy will include advancing NextGen capabilities 
in focused areas while protecting commitments to critical infrastructure and base- 
lined acquisition programs. 
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Rep. Carter 


DATA COMMUNICATIONS (DATACOMM) 


QUESTION : Data communications, or texting/email for pilots and 

controllers, is a key NextGen enabling capability that will 
improve aviation safety, airspace capacity and operating 
efficiency. Significant delay reduction benefits will be realized 
in the near term by implementing revised digital departure 
clearances, which allows aircraft to be re-routed more quickly 
during irregular operations. 1 have heard from folks who are 
extremely concerned that this foundational NextGen program 
will be delayed or diluted. 

Have budget projections or pressures resulted in any recent 
changes to the timeline, scope, or direction of the program as it 
has been in coordination with the aviation industry over the 
last two years? 

ANSWER : 

The DataComm program is in the process of coordinating an update to the 
program strategy for fielding DataComm services. The program is taking steps to 
mitigate the effects of projected outyear funding reductions on the delivery of En 
Route services by developing an approach involving a series of software builds 
that have fewer requirements in each build. Based on current budget projections, 
our best estimate is that FAA will be delaying the delivery of the first En Route 
software beyond the original target date of 2018 for initial operating capacity. 
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Rep. Carter 


REVISED DIGITAL DEPARTURE CLEARANCES 

QUESTION : Does FAA have any immediate plans to implement revised 

digital departure clearances and where will this capability be 
available? 


ANSWER : 

The DataComm program has initiated a joint government and industry Data 
Communications Implementation Team (DCIT) to plan Revised Departure 
Clearance (DCL) trials to take place in 2012. The DCL trials will be used to 
coordinate the cockpit and controller procedures necessary to allow a smooth 
integration of DCL services into everyday operations. The FAA is currently 
determining initial sites for implementation of the DCL trials, with a final 
recommendation expected by the end of FY 201 1. The delivery of the service is 
currently planned for initial operating capability in 2015, which is the projected 
delivery time for the communication service. This includes the required upgrades 
to the tower automation service and the flight data management service delivered 
by the ERAM en route automation. 
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Rep. Carter 


NY/NJ/PHL AIRSPACE REDESIGN 


QUESTION : The New York/New Jersey/Philadelphia Airspace Redesign 

Project has been under development for over a decade and has 
withstood legal challenges all the way to the U.S. Supreme 
Court. Very few changes have been introduced since the 
Record of Decision (ROD) was signed in September 2007. The 
first meaningful airspace and procedure changes are now 
expected in October 2011. The preferred alternative identified 
in the ROD is the Integrated Airspace Alternative with 
Integrated Control Complex. This alternative presumes the 
construction of a new “NextGen” facility that integrates 
terminal and en route airspace in a broad area around 
New York and Philadelphia, thus facilitating the expanded use 
of terminal separation, introduction of NextGen capabilities, 
and full realization of the delay reduction and efficiency 
benefits identified in the ROD. 

Are current and projected funding levels adequate to ensure 
the expeditious implementation of this critical airspace 
redesign project, including all required Article 48 
collaboration with the National Air Traffic Controllers 
Association? 


ANSWER : 

The FAA is able to fully design the integrated airspace supporting the routes and 
flows as identified in the ROD and defined in the Final Environmental Impact 
Statement. Current funding covers all costs associated with article 48 
collaboration with the National Air Traffic Controllers Association. 

Airspace integration, optimization, and fully realized operational improvements in 
the New York/New Jersey/Philadelphia region are contingent upon adequate 
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funding for both Next Generation Air Transportation System (NextGen) future 
facilities and airspace redesign efforts. FAA’s senior leadership is reviewing 
options for the future facilities to deliver services in the New York area. In the 
interim, FAA has been moving forward with initiatives that will yield near-term 
user benefit and are deemed achievable with minimal airspace integration within 
existing facilities. 
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Rep. Carter 


NEXTGEN FUTURE FACILITIES 


QUESTION : Considering the timeline and funding profile associated with 
construction of a new “Integrated Control Complex” or 
“NextGen Future Facility,” when will the facility envisioned to 
support NY/NJ/PHL Airspace Redesign be commissioned, and 
what actions is FAA taking in the interim to provide the 
benefits that depend on “airspace integration?” 


ANSWER : 

Airspace integration, optimization and fully realized operational improvements in 
the NY/NJ/PHL region are contingent upon adequate funding for both NextGen 
Future Facilities and Airspace Redesign efforts. At present, FAA has made no 
decisions on constructing an Integrated Control Complex, but instead is reviewing 
options for delivery of services in the New York area. 

In the interim, the FAA has been moving forward with initiatives that will yield 
near term user benefit and are deemed achievable with minimal airspace 
integration within existing facilities, to include: 

• Reconfigured NY TRACON control room to align key operational positions 
in adjacent proximity to enhance efficiencies. Implemented May, 2011. 

• Add 8 radar site feeds to NY ARTCC to enable reduced separation from 5 
miles to 3 miles over a broader geographical area and thereby enhance 
operational efficiency in and around the NY Metro area. Implemented May, 
2011. 

• Additional access to westbound route structure for all NY Metro departures 
proceeding westbound. This initiative relieves the airspace constraints and 
delays that result when NY Metro departures converge on a single departure 
gate to access the high altitude route structure. Planned for Oct, 2011. 

• New departure route for JFK departures will relieve airspace complexity 
west of NY and facilitate more efficient climbs for JFK departures. 
Reducing airspace complexity and climbing aircraft more expeditiously 
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enables better airspace efficiency. Planned for Oct, 2011. 

• New arrival route for Dulles arrivals segregates Dulles arrivals from NY 
westbound departures to enable more efficient handling of NY Metro 
departures. Planned for Oct, 2011. 

• Add new dispersal heading procedures at PHL to enhance PHL departure 
efficiency. Planned for May, 2012. 

• Stages 3 and 4 will provide additional benefits and the implementation 
timeline is currently under development. 
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Rep. Carter 


RUNWAY SAFETY AREA PROJECT AT SFO 


QUESTION : In 2012, San Francisco International Airport will be 

embarking on a multi-year runway safety area improvement 
project that will impact all four runways on the airport and 
multiple navigation systems. SFO is currently one of the most 
delayed airports in the NAS. It is likely that these construction 
activities will further disrupt operations at the airport. In 
2010, FAA sponsored a major, very successful effort to 
mitigate the impacts of a large construction project at New 
York’s JFK International Airport. 

What steps is FAA taking to mitigate the impacts of the 
Runway Safety Area project at SFO and is funding available 
to support fully this critical safety project? 

ANSWER : 

The FAA shares the Subcommittee’s concern regarding the potential impacts 
caused by the construction of Runway Safety Area improvements at the San 
Francisco International Airport (SFO). We are working closely with the City and 
County of San Francisco to plan for the upcoming construction. A number of 
measures are being considered to mitigate potential impacts while all four runways 
are being improved. 

The FAA’s Western-Pacific Regional Office created an Interdisciplinary team 
represented by various internal lines of business to ensure the timely relocation 
and flight-check of navigation aids, development of flight procedures, and 
completion of all ancillary tasks. This team is similar to the type FAA created in 
the past to coordinate the construction of Operational Evolution Plan (OEP) 
runways throughout the country. This team is working closely with the City as it 
conducts its preliminary engineering. As an added benefit to the SFO construction 
project, FAA’s Western Pacific Regional Office coordinated with the Eastern 
Regional Office to identify lessons learned from the construction at New York’s 
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John F. Kennedy International Airport, 

The City’s current plan is to construct Runways 28R/10L and 28L/10R 
improvements during nighttime hours and weekends, thus minimizing impacts to 
operations. After these initial improvements are completed, the City will close 
Runways 1L/19R and 1R/19L simultaneously for a little over four months. During 
this time, operations will shift to Runways 28RyiOL and 28L/10R. Based on 
extensive delay analysis conducted by the City and FAA, complete closure of 
Runways 1L/19R and 1R/19L will shorten the timeframe to complete the Runway 
Safety Area projects and provide tremendous operational benefit. 

Currently, FAA is working with the City to determine how to fund these critical 
improvements. Large airports like SFO have access to a wide range of capital 
funding sources and typically use a combination of bond funds, airport revenue. 
Passenger Facility Charge (PFC) revenues and Airport Improvement Program 
(AIP) grant funds. The FAA is working with the sponsor to determine a 
supportable level of AIP funding. 
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CARTER 

ATO 


INSTALLATION OF SURFACE SURVEILLANCE AND MANAGEMENT 

SYSTEM AT SFO 


QUESTION : The safety and efficiency of ground movements would be 
enhanced during the safety area construction with a more 
robust surface surveillance and management system like the 
one installed at JFK for the 2010 construction. SFO currently 
has an old generation, less sophisticated surface surveillance 
system. 

When will a state of the art surface surveillance system be 
installed at SFO and can it be augmented with coverage to the 
airport gates? 


ANSWER : 

The FAA is evaluating the Airport Surface Surveillance Capability (ASSC) 
system. This multilateration Automatic Dependent Surveillance Broadcast (ADS- 
B) capable system is similar to the Airport Surface Detection Equipment (ASDE- 
X). 

The FAA has begun investment analysis for any ASSC systems. Program 
implementation would occur in the 2014-2020 time period. Upon completion of 
the ASDE-X program, nine ASDE-3/AMASS systems will remain. In order to be 
ADS-B compatible, the ADS-B program baseline includes funding to implement 
SBS/Multilateration systems at the remaining 9 ASDE-3/AMASS sites, which 
includes SFO. 

An ASSC system would cover airport movement areas, as this is the area of 
responsibility of the FAA. Coverage to the gates is not part of the baseline 
program. However, some airports have acquired such coverage by private means. 
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Rep. Carter 

AIRPORT SURFACE SURVEILLANCE CAPABILITY 

QUESTION : What other actions are underway to reduce delays and improve 
efficiency at SFO? What is the timeline for reducing the 
operational minimums for the existing PRM/SOIA procedures 
and implementing FAA Order 7110.308 for Closely Spaced 
Parallel Runways? 

ANSWER : 

On April 14, 201 1 FAA issued a waiver to the National Safety and Operational 
Criteria for Runway Use Programs (FAA Order 8400.9) in order to improve 
efFiciencies at San Francisco International Airport (SFO). This waiver allows SFO 
to increase the allowable crosswind on a dry runway from 20 to 25 knots and 
increases the allowable tailwind on a wet runway from 3 to 1 0 knots. The waiver 
also permits increased use of the optimal runway configuration, which can raise 
the airport arrival rate by up to 33 aircraft per hour in visual conditions and up to 
five aircraft in instrument conditions. 

Simultaneous Offset Instrument Approach (SOIA) operations can improve SFO 
arrival capacity during some weather conditions, such as when cloud ceilings are 
stable and in a range between 3,500 feet (with visibility of five miles) to 2,100 feet 
(with visibility of four miles). The benefit of using a SOIA is that the arrival 
capacity can be increased by 20 percent, from 30 arrivals per hour to 36 per hour. 

In order for these approaches to be used, SFO has to be operating in a West Plan, 
which requires that; 

o all navigational systems on the SFO approaches are fully operational, 
o the Precision Radar Monitor (PRM) position located at Northern California 
TRACON (NCT) is fully operational, and 
o NCT has sufficient staffing to operate the additional positions required to 
use SOIA. 

Two different efforts are underway to increase authorized usage of PRM/SOIA 
operations at SFO. The first is an on-going effort to lower the minimums to 1,600 
feet with a visibility of four miles, but this raises concerns about wake turbulence 
spacing requirements and ATC responsibilities. It is possible the wake turbulence 
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spacing criteria necessary to lower the SOIA minimums may not be feasible due to 
operational complexity. During the week of May 2, 2011, FAA Flight Standards 
conducted testing of the lower weather minimum in the Boeing 737 simulator and 
is currently analyzing the results. 

The second effort underway is to remove the current PRM/SOIA requirement that 
San Jose International Airport (SJC) uses for landings and departures on runways 
30L and 30R. If winds at SJC require landing on runways 12L and 12R, then SFO 
PRM/SOIA operations are not authorized. SJC lands aircraft on runways 12L and 
1 2R far more often than the times the weather ceiling on the SFO final approach 
conditions exists between 1 ,600 feet and 2, 1 00 feet. Because of this, efforts aimed 
at expanding the number of opportunities for SFO PRM/SOIA operations would 
be better served by concentrating efforts on removing the SJC runway 
configuration requirement. 

Generally, when the weather at SFO goes below VFR minima, or when the 
weather on the final approach goes below a 2,100 foot ceiling or four miles 
visibility, the SFO arrival rate is 30 aircraft per hour (West Plan operations, single 
arrival runway, weather MVFR/IFR). Multiple efforts are currently underway to 
lower the weather minimums in which an arrival rate higher than 30 can be 
maintained. One of these efforts would be to analyze the possibility of allowing 
NCT to use dependent Instrument Landing Systems (ILS) approaches to closely 
spaced parallel runways at SFO. This analysis would be conducted in accordance 
with FAA Order JO 71 10.308, which authorizes the use of dependent ILS 
approaches to parallel runways separated by less than 2,500 feet for specific 
aircraft weight classes. 

If a safety analysis supports including SFO under Order 71 10.308, a higher arrival 
rate may be achievable in lower weather conditions than the current procedures 
allow. This would decrease both the number of aircraft delayed into SFO and the 
length and frequency of SFO Ground Delay Programs. The Wake Turbulence 
Program Office is currently conducting the wake encounter risk assessment that is 
required by the Order. 

In addition to these efforts, Oakland ARTCC has been developing four eastbound 
RNAV routes. These routes, referred to as Q-routes, will take advantage of 
precise placement based on RNAV capabilities, offering increased en route 
capacity for Bay Area departures heading eastbound. Currently these departures 
fly over land-based navigational aids known as LIN and SAC. The four Q-routes 
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will offer two routes for the current LIN traffic, running parallel to each other, and 
two routes for the current SAC traffic, also running parallel to each other. This 
will enable Bay Area departure traffic to the east to be handled more efficiently 
than the current route structure. 

These closely spaced RNAV routes will increase utilization of the airspace while 
ensuring the current safety level is maintained. They will allow for some route 
changes by Air Traffic Controllers to efficiently manage departure demand, while 
limiting mileage impact to aircraft. 
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Rep. LaTourette 


GROUND BASED AUGMENTATION SYSTEM (GBAS) 


QUESTION : At the April 6, 2011 hearing of the House Appropriations 

THUD Subcommittee, FAA indicated that prototype GBAS 
units have been deployed to 9 locations in the National 
Airspace System. 

Could you advise where these 9 GBAS units are located and 
whether the systems are certified for Category I approaches 
by suitably equipped aircraft? Does FAA own and 
maintain these systems? And if they are not authorized for 
full Category I minimums, what is FAA doing to upgrade 
the systems to full Category I capability? 

ANSWER : 

The FAA has worked extensively with Honeywell International of Coon Rapids, 
Minnesota to develop several GBAS prototype systems (SLS 1000, 2000, and 
3000) and the FAA CAT I certified SLS 4000. Currently, prototype systems are 
installed at Cedar Rapids, I A; Minneapolis, MN; Chicago O’Hare; Chicago 
Midway; Seattle, WA; and Guam. These installations do not meet FAA standards 
for public CAT I instrument approach procedures. The certified Cat I SLS 4000 
systems are installed at Newark, NJ; Memphis, TN; and Moses Lake, WA. The 
SLS-4000 test systems are installed in Atlantic City, NJ; Olathe, KS; and Anoka 
County, MN. 

The FAA does not own or maintain any Category I GBAS systems, except for the 
SLS 4000 test system at the FAA Technical Center in Atlantic City, NJ and the 
one currently at Memphis. Neither of these systems will be operational. 

The GBAS SLS 4000 systems at Newark, NJ and Moses Lake, WA are operated 
under FAR Part 171 as Non-Federal systems. The systems at Newark and Moses 
Lake are owned by the Port Authority of New York and New Jersey and Boeing. 
The FAA has plans to relocate the system at Memphis to the Houston International 
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Airport to perform operational demonstrations for NextGen in the near future. The 
Houston Airport Systems will own and operate the system as a Non-Federal 
GBAS. At this time, FAA is not planning to upgrade any of these systems. 
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Rep. LaTourette 


GROUND BASED AUGMENTATION SYSTEM (GBAS) 


QUESTION : At the April 6, 2011 hearing of the House Appropriations 

THUD Subcommittee, FAA indicated United Continental 
Holdings had been interested in utilizing GBAS at Guam 
International Airport, but the “operational beneflts did not 
justify the costs.” 

Can you please provide the committee with the reasoning 
for this circumstance? 

ANSWER : 

At the April 6, 201 1 hearing, the FAA Administrator indicated that the FAA had 
approached United about contributing funding to support the installation of a 
GBAS system at Guam. The FAA was not stating the “operational benefits did not 
justify the costs,” but instead was indicating that United was unwilling to invest in 
a GBAS system solely to serve as a back-up to the existing Instrument Landing 
System. GBAS is approved as a non-fed system for CAT I usage, allowing non 
FAA entities to procure the system. 

GBAS is still in the Research and Development stage for CAT II/III usage. The 
proposed Guam installation is for an operational demonstration of at least two 
years in duration in order to support the gathering of operational data in CAT I 
usage as part of the developmental testing and data collecting to be used in support 
of CATII/III development. Equatorial regions, such as Guam, have been predicted 
to have uncertainty in the availability and integrity of the system. Additional 
operational benefits are only notional at this point but anticipated benefits include 
the mobility of a GBAS system versus the current ILS which would enable airport 
technicians to remove the GBAS prior to an approaching Typhoon or Hurricane, 
thus avoiding damage and loss of landing capability after a severe storm due to 
damage to landing systems. 

Since this is an operational demonstration, the FAA has not conducted a formal 
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independent benefits analysis for a GBAS at Guam. There are operational costs to 
consider in addition to the upfront capital costs of providing a GBAS for Guam if 
it were to become an operational insertion; but at this point, we are only looking to 
prove the feasibility and integrity of the system for a Research and Development 
evaluation. Once this evaluation is complete we could conduct an evaluation of 
benefits to determine if the system should remain at Guam, while working with 
Guam International on any longer term system ownership. 

The FAA has included funding in the FY 2012 President’s budget request to 
conduct a demonstration of GBAS utilization in the equatorial region. The Guam 
demonstration would benefit the ongoing R&D analysis to prove the feasibility of 
GBAS in the equatorial region. The results of the proposed demonstration will be 
used to establish the operational benefits which in turn would be used to determine 
whether the benefits justify the operational costs (installation and sustainment) 
associated with providing GBAS services in an equatorial region. 
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Rep. LaTourette 


GBAS DEPLOYMENT/DEMONSTRATION PROJECT IN GUAM 


QUESTION : Budget Line Item 1A07 Next Generation Air 

Transportation System (NextGen) - Demonstrations and 
Infrastructure Development (DEMO) requests S3.5 million 
for a GBAS Demonstration Project and makes specific 
reference to deployment by FA A of a GBAS at Guam. This 
NextGen BLI seems to indicate that FAA is willing to 
support and fund a GBAS in Guam to demonstrate the 
operational benefits associated with the system and to 
validate key operating characteristics of the technology. 

What is the status of this request within FAA’s current 
budget planning and what is the timeline for installation of 
the system? What other resources are needed to fully 
deploy the system in Guam and what is FAA doing to 
acquire them? 

ANSWER : 

The FAA’s FY 2012 President’s budget request includes a total of $3.5 million to 
support the demonstration of GBAS in the equatorial region. If the enacted budget 
is less than requested, FAA will need to reassess the amount of funding for the 
GBAS demonstration. 

Upon receipt of the funding, FAA estimates it will take approximately two years to 
procure, fabricate, install and operationally validate GBAS utilization in the 
equatorial region. 
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Rep. Olver 


HOUSE AUTHORIZATION LEVELS 


QUESTION : The House passed an authorization bill that extends FAA’s 
authorization through Fiscal Year 2014. FAA’s budget 
requests $9.8 billion for operations, the FAA authorization bill 
authorizes $9.2 billion in FY 2012; for your capital program 
(F&E), your budget requests $2.87 billion, the FAA bill 
includes $2.6 billion (which is roughly the same level that was 
authorized FY 2000); for airport grants, your budget requests 
a total of $5.5 billion including the “up front” request, the 
House majority’s bill includes $3 billion. 

If these funding levels were to be enacted, what impact would 
they have on the FAA’s operations; your efforts to implement 
NextGen; and the overall capital needs of our nation’s 
airports? 


ANSWER : 

Regardless of the funding level enacted for FY 2012, FAA will work with 
Congress to adjust priorities for the development and implementation of NextGen 
and work within the budget allotted. However, there are significant programmatic 
impacts associated with rolling the budget back to these levels. 

Operations: 

Our first priority would be providing safe air traffic services. However, since 97 
percent of the Air Traffic Organization’s staffing and funding is spent on 
providing air traffic control, shortfalls of this magnitude cannot be accommodated 
without significant reductions to ATC services. 

While we would maintain current Enroute and Oceanic services as well as the 
large hub airports and most mid-activity airports, we would take deep reductions 
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in all indirect costs. The FAA would also be forced to review shedding non-core 
functions, such as Flight Service, Contract Towers which service the General 
Aviation community, as well as low-level Federal airports. 

In the Aviation Safety organization, this funding level would adversely impact 
expansion of existing airline businesses and creation of new air businesses. The 
approximately 861 new certification requests pending in Flight Standards would 
be delayed, as would the approximately 2,400 certification requests pending in 
Aircraft Certification. Increased delays of these certifications would result in U.S. 
manufacturers (Gulfstream, Boeing, GE, etc.) slowing down their investments in 
new programs and job creation. 

International certification would also be delayed. Delays in foreign product 
acceptance will impact U.S. companies supplying components. A resource 
reduction for U.S. product acceptance in foreign countries will cut the industry’s 
ability to export. According to an Airbus press release the company spent over $1 1 
billion in 2010. This business accounted for 200,000 high paying jobs across 40 
states. 

NextGen: 

The FAA’s plans for NextGen will need to be adjusted, and we believe the 
delivery of some capabilities could be significantly delayed given the reduced 
funding profile. The FAA's reallocation strategy will include advancing NextGen 
capabilities in focused areas while protecting commitments to critical 
infrastructure and baselined acquisition programs. 

Airports: 

The current structure of the Airport Improvement Program (AIP) formulas would 
severely limit the amount of discretionary funding available should the overall 
amount of the program be reduced without a corresponding Passenger Facility 
Charge (PFC) increase. If the double entitlements for the larger airports and the 
non-primary entitlements are maintained, there would likely be little discretionary 
funding available if AIP is reduced to $3 billion. At lower AIP levels, without a 
PFC increase and with double entitlements and non-primary entitlements, we may 
not be able to distribute entitlements under the statutory formulas and there would 
be no discretionary funding available. 
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Rep. Olver 


FY 2011 F&E FUNDING 


QUESTION : Please submit a table delineating the FY 2011 budget line items 
for the Facilities and Equipment account based on the enacted 
level of $2,736 billion. 


ANSWER : 

The table delineating the FY 201 1 enacted budget line items for the F&E account 
is included below (Dollars in thousands). 




FY2011 

FY2011 



President's_ 

Enacted 

BLI 

Proaram 

Reauest 

P.L.112-10 

1A01 

Advanced Technology Development and Prototype 

25,500 

25,449 

1A02 

NAS Improvements of System Support Laboratory 

1,000 

998 

1A03 

Technical Center Facilties 

13,000 

12,974 

1A04 

Technical Center Building and Plant Support 

7,500 

7,485 

1A05 

Next Generation Network Enabled Weather 

28,250 

18,214 

1A06 

Data Communications for Trajectory Based Operations 

153,300 

134,031 

1A07 

Next Generation Transportation System Technology 
Demonstration 

27,000 

20,81 1 

1A08 

Next Generation Transportation System Systems 
Development 

95,000 

60,386 

1A09 

Next Generation T ransportation System T rajectory Based 
Operations 

58,600 

39,560 

1A10 

Next Generation T ransportation System Reduce Weather 
Impact 

43,202 

21,444 

1A11 

Next Generation Transportation System High 
Density/Arrivals/Departures 

57,000 

43,221 

1A12 

Next Generation T ransportation System Collaborative ATM 

75,500 

55,788 

1A13 

Next Generation T ransportation System Flexible 

Terminals and Airports 

80,700 

57,372 

1A14 

Next Generation Transportation System Safety, Security 
and Environment 

8,000 

1,729 

1A15 

Next Generation Transportation System System Network 

35,000 

23,340 


Facilities 



506 


2A01 

En Route Automation Program (eRAM) 

132,300 

181,935 

2A02 

En Route Communications Gateway (ECG) 

6,000 

5,988 

2A03 

Next Generation Weather Radar (NEXRAD) 

6,700 

6,687 

2A04 

Air Traffic Control Command Center (ATCSCC) Relocation 

2,100 

2,096 

2A05 

ARTCC Building Improvement/Plant Improvement 

36,892 

36,818 

2A06 

Air Traffic Management (ATM) 

16,500 

14,671 

2A07 

Air/Ground Communications Infrastructure 

7,600 

7,585 

2A08 

Air Traffic Control En Route Radar Facilities- Improve 

5,300 

5,289 

2A09 

Voice Switching and Control System (VSCS) 

15,600 

15,569 

2A10 

Oceanic Automation System 

4,000 

3,992 

2A11 

Next Generation Very High Frequency Air/Ground 
Communications System (NEXCOM) 

49,850 

49,750 

2A12 

System-Wide Information Management 

92,000 

89,121 

2A13 

ADS-B NAS Wide Implementation 

176,100 

175,748 

2A14 

Wind Hazard Detection Equipment 

1,000 

998 

2A15 

Weather and Radar Processor (WARP) 

2,100 

2,096 

2A16 

Collaborative Air Traffic Management Technologies - WP2 

35,900 

35,828 

2A17 

En Route Automation Modernization (ERAM) - Post 

Release 3 

5,000 

4,990 

2B01 

Airport Surface Detection Equipment - Model X (ASDE-X) 

4,200 

4,192 

2B02 

Terminal Doppler Weather Radar (TDWR) - Provide 

8,600 

8,583 

2B03 

Terminal Automation Modernization Phase 1 

22,000 

21,956 

2B04 

Terminal Automation Modernization/Replacement Program 
Phase 3 

20,000 

59,880 

2B05 

Terminal Automation Program 

3,900 

3,892 

2B06 

Terminal Air Traffic Control Facilities - Replace 

114,600 

71,559 

2B07 

ATCT/Terminal Radar Approach Control (TRACON) 

Facilities - Improve 

45,600 

45,509 

2B08 

Terminal Voice Switch Replace/Enhance Terminal Voice 

Switch 

11,500 

11,477 

2B09 

NAS Facilities OSHA and Environmental Standards 

Compliance 

26,000 

25,948 

2B10 

Airport Surveillance Radar (ASR-9) 

3,000 

2,994 

2B11 

Terminal Digital Radar (ASR-1 1 ) 

4,100 

4,092 

2B12 

Precision Runway Monitors 

950 

948 

2B13 

Runway Status Lights 

55,000 

54,890 

2B14 

National Airspace System Voice Switch (NVS) 

30,200 

4,192 

2B15 

Voice Recorder Replacement Program (VRRP) 

9,400 

9,381 

2B16 

Integrated Display System (IDS) 

8,700 

8,683 

2B17 

ASR-8 Service Life Extension Program 

2,600 

2,595 

2B18 

Integrated Terminal Weather System (ITWS) 

5,500 

5,489 

2B19 

Terminal Automation Modernization/Replacement Program 
(TAMR Phase 2) 

3,100 

3,094 

2B20 

Remote Monitoring and Logging System (RMLS) 

6,500 

6,487 

2B21 

Mode S Service Life Extension Program (SLEP) 

1,500 

1,497 

2C01 

Automated Surface Observing System (ASOS) 

6,700 

6,687 

2C02 

Flight Service Station (FSS) Modernization 

21,400 

6,287 
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2C03 

Weather Camera Prograam 

3,200 

3,194 

2D01 

VHP Omnidirectional Radio Range (VOR)with Distance 
Measuring Equipment (DME) 

5,000 

4,990 

2D02 

Instrument Landing System (ILS) Establish/Upgrade 

7,800 

7,784 

2D03 

Wide Area Augmentation System (WAAS) 

95,000 

94,810 

2D04 

Runway Visual Range 

5,000 

4,990 

2D05 

Approach Lighting System Improvement Pgm (ALSIP) 

5,000 

4,990 

2D06 

Distance Measuring Equipment - Sustain 

4,100 

4,092 

2D07 

Visual Navaids - Establish/Expand 

3,800 

3,792 

2D08 

Instrument Flight Procedures Automation (IFPA) 

600 

599 

2D09 

Navigation and Landing Aids - SLEP 

6,000 

5,988 

2D10 

VASI Replacement-Replace with Precision Approach Path 
Indicator 

4,000 

3,992 

2D11 

GPS Civil Requirements 

58,500 

38,423 

2D12 

Runway Safety Areas - Navigational Mitigation 

20,000 

19,960 

2E01 

Fuel Storage Tank Replacement and Monitoring 

6,300 

6,287 

2E02 

Unstaffed Infrastructure Sustainment 

14,100 

14,072 

2E03 

Aircraft and Related Equipment Program 

9,000 

8,982 

2E04 

Airport Cable Loop System - Sustained Support 

7,000 

6,986 

2E05 

Alaska NAS Interfacility Communications System (ANICS) 

12,100 

12,076 

2E06 

Facilities Decommissioning 

6,400 

6,387 

2E07 

Electrical Power Systems - Sustain/Support 

95,000 

89,321 

3A01 

Hazardous Materials Management 

20,000 

19,960 

3A02 

Aviation Safety Analysis System (ASAS) 

14,600 

14,571 

3A03 

Logistics Support Systems and Facilities (LSSF) 

11,500 

11,477 

3A04 

NAS Recovery Communications (RCOM) 

15,000 

14,970 

3A05 

Facility Security Risk Management 

17,000 

16,966 

3A06 

information Security 

15,200 

15,170 

3A07 

System Approach for Safety Oversight (SASO) 

23,400 

23,353 

3A08 

Aviation Safety Knowledge Management Environment 
(ASKME) 

14,800 

13,473 

3A09 

Data Center Optimization 

1,956 

1,952 

3B01 

Aeronautical Center Infrastructure Modernization 

15,000 

14,970 

3B02 

Distance Learning 

2,000 

1,996 

4A01 

System Engineering and Development Support 

32,300 

32,235 

4A02 

Program Support Leases 

38,600 

38,523 

4A03 

Logistics Support Services (LSS) 

11,000 

10,978 

4A04 

Mike Monroney Aeronautical Center - Leases 

16,600 

16,567 

4A05 

Transition Engineering Support 

15,000 

14,970 

4A06 

Frequency and Spectrum Engineering 

2,600 

2,595 

4A07 

Technical Support Services Contract (TSSC) 

22,000 

21,956 

4A08 

Resource Tracking Program 

4,000 

3,992 

4A09 

Center for Advanced Aviation System Development 

80,700 

73,755 

4A10 

Aeronautical Information Management Program 

18,300 

18,263 
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5A01 Personnel and Related Expenses 


492,000 474,050 


TOTAL 


2,970,000 2,730,731 
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Rep. Olver 

TERMINAL AUTOMATION MODERNIZATION PROGRAM (TAMR3) 

QUESTION : Describe the review process that the FAA used in reaching its 
decision to deploy the STARS equipment at these 11 facilities? 
What feedback have you gotten from the controller workforce 
about this decision? 

ANSWER : 

The FAA has followed its Acquisition Management System (AMS) process for the 
Terminal Automation and Replacement (TAMR) Phase 3 program. Following the 
September 15, 2009 Initial Investment Decision, FAA sent to industry two 
separate Requests for Information (RFI’s). Per AMS, the Joint Resource Council 
(JRC) reviewed the TAMR Phase 3 program on April 20, 2010 and approved a 
segmented acquisition approach. 

This decision defined TAMR Phase 3 Segment 1 as the seven HIE sites requiring 
upgrades to support the Automatic Dependent Surveillance-Broadcast (ADS-B) 
program implementation by 2013. These sites are: Atlanta TRACON; Dallas 
TRACON; New York TRACON; Northern California TRACON; Potomac 
TRACON; Southern California TRACON; and Louisville. Segment 2 addresses 
the other approximately 95 HE sites. 

In September 2010, the TAMR Phase 3 Segment 1 program requested JRC 
approval of its acquisition strategy to use the existing Standard Automation 
Replacement System (STARS) contract to meet the upgrade and replacement 
requirements to support the ADS-B implementation schedule. Consistent with the 
scope and period of performance for the STARS contract, this would add the four 
HIE sites (Chicago TRACON; Denver TRACON; Minneapolis TRACON; and St. 
Louis TRACON) from TAMR Phase 2. There was no way to provide continued 
support to those sites in the near term. This brought the total sites to be replaced 
in TAMR Phase 3 Segment 1 to eleven HIE sites. In December 2010 the JRC 
gave approval to the TAMR Phase 3 Segment 1 program to initiate contract 
activities with the STARS vendor to support a Final Investment Decision in 201 1 . 

Currently, the TAMR Phase 3 Segment 1 program has an assigned NATCA 
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Representative. Through its assigned representative, the controller workforce 
supports FAA’s decision to deploy STARS to these 1 1 sites, as well as the goal of 
moving to one automation platform across all terminal facilities. The controller 
workforce continues to be involved with the investment process of the TAMR 
Phase 3 Segment 1 program and intends to work collaboratively through the 
execution/implementation phase of the program. 
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Rep. Olver 


TERMINAL AUTOMATION MODERNIZATION PROGRAM (TAMR3) 


QUESTION : Why did you decide to keep two separate automation systems 
for terminal and en route facilities? Why aren’t you going to 
one platform now? There are more than 100 medium and 
small facilities that are still in need of modernization. What is 
your plan for these sites? 

ANSWER : 

Consistent with the National Airspace System (NAS) - Enterprise Architecture 
(EA) FAA is initiating studies to determine how a single NAS-wide automation 
platform would be used operationally. The current plan is to complete the 
deployment of the ERAM system within the En Route domain and converge 
automation platforms within the Terminal domain to STARS. FAA will continue 
to look at both systems and how the agency leverages these investments to move 
toward a single NAS wide automation platform in the future. 

TAMR Phase 3 segment 2 is currently moving through the investment analysis 
process to address the remaining 95 smaller HE sites in the Terminal domain. 
FAA expects to have a Final Investment Decision by the third quarter of FY 2012 
addressing these remaining 95 sites. 
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CONTROLLER TRAINING 


Rep. Olver 


QUESTION : The DOT Inspector General released a report on FAA’s 

controller training program that noted FAA has improved its 
tracking process for new controller training. However, the IG 
found that more than one in five new controllers washed out 
before they finished their training. 

What measures are you considering to reduce the washout 
rate? 

ANSWER : 

Last year, the number of new Certified Professional Controllers (CPC) exceeded 
the agency’s CPC attrition rate for the first time since FAA began hiring large 
numbers of air traffic controllers. The FAA has trained more than 4,100 new 
CPCs over the past 3 years, and the agency plans to certify an additional 1,000 
professionals by the end of FY 2011. The FAA continues to successfully train 
controllers at the volume and speed described in the Controller Workforce Plan 
while maintaining high standards for certification. FAA is improving the 
processes, technologies, and training curriculum offering the best chance for 
success for this new generation of controllers. 

The FAA has taken several steps to reduce the washout rate highlighted by the 
IG’s recent report on FAA’s controller training program. First of all, FAA has 
improved the screening and assignment process for controller candidates. The 
FAA hired more developmental controllers from the Air Traffic Collegiate 
Training Initiative (AT-CTl) and the Veterans' Readjustment Appointment (VRA) 
programs who had some prior air traffic control knowledge and experience, thus 
facilitating their progression to full certification. Additionally, FAA has ensured 
the majority of new controllers placed at complex terminal facilities had previous 
air traffic experience. With a new contract with the controller workforce in place, 
a progression system was implemented allowing controllers to develop and hone 
the skills needed, while they are at a lower level facility, before they move onto a 
more complex operation. Our training reports have shown that on average, 
controllers with previous FAA air traffic knowledge reach full certification a year 
ahead of new hires without experience. 
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Currently, FAA does not have a quantitative, data-driven method for matching 
controllers and facilities according to their skill sets. The FAA Academy in 
Oklahoma City is not set up to determine appropriate facility placement. 
Researchers at the Civil Aerospace Medical Institute (CAMI) are currently 
conducting a research project to determine whether the Air Traffic Selection and 
Training Test (AT-SAT) is suitable for establishing the appropriate FAA facility 
placement for candidates from these hiring sources before they attend the FAA 
Academy. FAA expects to complete the evaluation of AT-SAT by the end of 
calendar year 2012. The current test was designed only to be an indicator of 
whether a candidate possesses the aptitude to become an air traffic controller and 
is not a mechanism to match individual skills with an FAA facility. Better 
assignment of controllers based on skill levels required at specific facilities could 
help reduce the washout rate. 

Under the Air Traffic Control Optimum Training Solution (ATCOTS) program, 
use of contract instructors has given FAA the flexibility to respond to the influx of 
new hires and changing conditions such as fluctuations in air traffic and lower 
attrition rates. The agency utilizes more than 1,100 retired controllers as contract 
instructors in order to complement active controllers as instmctors. Additionally, 
this program helps the agency forecast training requirements more accurately and 
use a mix of federal and contractor resources to fill the requirements. Current-year 
expenditures are within targeted cost and schedule, and a number of learning 
transformation efforts will further improve a developmental controller’s success in 
qualification training. 

The FAA’s investment in simulators and training equipment is producing more 
competent controllers in a shorter timeframe. The FAA has 14 high-fidelity Tower 
Simulation System (TSS) simulators at the Academy and 25 systems at various 
locations across the U.S. The training scenarios in the simulators are designed to 
be 10 percent more difficult than the most challenging occurrence in the facility 
airspace. In four hours, controllers can accomplish meaningful training in the 
simulator equal to several weeks of on-the-job training in the radar room. The 
FAA will be deploying additional tower and radar simulators throughout the 
system in FY 201 1. 

The FAA has adopted the industry-standard competency-based approach for 
developing air traffic curriculum. The agency recently started redesigning initial 
courses at the FAA Academy to increase student proficiency before they arrive at 
their assigned facilities. The new courses will provide more comprehensive 
student assessments, and the new curriculum also reduces training costs by using 
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more learning technology to replace instructor-led training where appropriate. In 
2010, we overhauled the initial training course for En Route, began a redesign for 
the initial TRACON course, and Implemented additional skills enhancement 
content to bridge the gap between the “general education” Academy curriculum 
and the stepped-up abilities required for higher traffic, more complex facilities. 

Finally, the agency is exploring how testing could be factored into the redesign of 
initial academy training courses. More comprehensive student assessments 
provide more useful feedback to students, instructors, and curriculum developers. 
In January 2011, after using a thorough and coordinated approach that complies 
with industry standards for designing curriculum, FAA began training new 
En Route controllers under a redesigned En Route Stage I curriculum with an 
improved evaluation process. Both initial Academy courses for TRACON and 
Tower are undergoing a comprehensive evaluation that will incorporate an 
improved evaluation process. 

Our controller candidates are trained to the most rigorous standards in the world, 
involving multiple levels of classroom, simulator, and on-the-job training, before 
they earn their CPC status. The FAA will continue to monitor progress of our 
developmental controllers at all of our facilities to ensure that we have a modem 
and effective program to train our technical workforce, offering them the greatest 
chance of success. 
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Rep. Olver 


AIRPORT GRANTS 

QUESTION Your budget requests a total of $5.5 billion for airport grants. 

This amount includes $3.1 billion as part of the President’s 
“up front” infrastructure proposal and $2.4 billion for fiscal 
year 2012. The budget also focuses the FY 2012 AIP funds at 
smaller commercial and general aviation airports. For 
medium and large size airports, the budget proposes 
increasing the passenger facility charge from $4.5 to $7 a 
passenger. 

How much capital will the medium and large airports raise 
with a PFC increase of this size? 

ANSWER : 

A PFC increase to $7 would allow large and medium hub airports to raise an 
additional $1.39 billion in PFC collections, for an estimated total collection of 
$3.72 billion. Of this amount, large hub airports would raise an additional $1.09 
billion, for an estimated total collection of $2.96 billion. Medium hub airports 
would be able to raise an additional $297 million, for an estimated total collection 
of $759 million. 

However, it is important to note that the FY 2012 budget proposes to eliminate 
AIP funding for large and medium hub airports while increasing the PFC to $7 to 
give large and medium hub airports greater flexibility in generating their own 


revenue. 
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Rep. Olver 


AIRPORT GRANTS 

QUESTION : What level should the AIP program be funded if the PFC 
increase does not get enacted? 


ANSWER : 

The Airport Improvement Program (AIP) has been funded at $3.5 billion for 
several years. In FAA’s most recent National Plan of Integrated Airport Systems 
from September 2010, airport capital needs over the next five years (2011-2015) 
are approximately $52 billion. 

The FY 2012 President's Budget proposes to lower funding for the ongoing airport 
grants to $2.28 billion by eliminating guaranteed funding for large and medium 
hub airports, a Sl.l billion reduction. The proposal is consistent with the 
recommendation of the President's National Commission on Fiscal Responsibility 
and Reform to eliminate grants to large and medium hub airports. To assist those 
airports that need the most help, FAA proposes to focus Federal grants to support 
smaller commercial and general aviation airports that do not have access to 
additional revenue or other outside sources of capital. The FAA also proposes to 
increase the Passenger Facility Charge (PFC) limit from $4.50 to $7.00 per 
enplanement for all airports, thereby giving large and medium hub airports greater 
flexibility to generate their own revenue. 



517 


Rep. Olver 

ALTERNATIVE FUELS RESEARCH (CLEEN) 


QUESTION : Over the last few years, this Subcommittee has provided 
iucreased funding to advance the FAA’s research on 
alternative fuels. The FAA’s CLEEN program is designed to 
develop and demonstrate new technologies, procedures and 
sustainable alternative jet fuels. Under CLEEN, FAA 
awarded five-year agreements to five companies (Boeing, GE, 
Honeywell, Pratt & Whitney, and Rolls Royce) to help develop 
technologies that will reduce noise, emissions and fuel burn. 
The companies in the government-industry consortium will 
match or exceed the federal Investment. 

Is the CLEEN program on track to meet its goals of reducing 
fuel burn by a third and overall emissions by 60 percent by the 
year 2015? How important is the federal contribution for this 
effort when these companies are already using their own 
resources? 

ANSWER ; 

We are continuing efforts to develop most technologies funded under CLEEN and 
are on track to be demonstrated as originally proposed, due to continued funding 
in FY201 1. As an example, the advanced combustor technology demonstration 
showed a 60 percent reduction in nitrogen oxide emissions, successfully meeting 
one of the CLEEN goals. This technology is planned to enter service in 2015 on 
the CFM LEAP-X engine, which will power Boeing’s upgraded 737 aircraft. 

However, since FYl 1 budgets were reduced, progress in some technologies such 
as turbine material development and aircraft-air traffic management integration 
were delayed 1-2 years. Any reductions in FYl 2- 14 budgets will certainly result 
in additional program delays, potentially delaying planned product entry dates by 
up to five years by missing projected design freeze dates. 

The federal contribution to CLEEN is vital. While some CLEEN technologies 
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might eventually come to market, the federal investment is leveraging private 
dollars to accelerate maturation of key technologies to reduce aviation’s energy 
use and noise and emissions impacts on communities around airports. 
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Rep. Olver 


ADVANCING CLEEN PROGRAM IN FY 2011 


QUESTION : What is FAA’s plan to advance the CLEEN program in FY 
2011 ? 


ANSWER : 

The FAA is working with each CLEEN company to identify the most promising 
technologies on which to focus FY 201 1 resources. Some technology 
demonstrations may have to be delayed or reduced in scope to match available 
funding. The FAA will continue to focus resources on technologies that are 
further along the maturation scale that will ensure some early successes. 

The FAA is making every effort not to reduce funding on alternative fuels since 
these investments have significant payoff in terms of energy security, price 
stability, and additional environmental benefits. The FAA is still on schedule to 
secure the proper approvals later this year of a 50% blend of hydroprocessed 
renewable jet fuel with Jet A fuel. The agency continues work on lab, rig, engine 
and flight testing of additional renewable alternative fuels options. 
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Rep. Olver 


NEXTGEN PROGRESS 


QUESTION : At last year’s hearing, we had a good discussion about the 

FAA’s plans to meet the NextGen recommendations of the 
RTCA’s Task Force 5 report. 

Please provide an update on the FAA ’s efforts to meet the 
near term recommendations of the Task Force 5 report 

Where have you made the most progress in the last year? 
What about the least? 

ANSWER : 

The FAA has made tremendous advances towards implementing key RTCA Task 
Force recommendations in a wide range of areas. As expected, the areas in which 
FAA has made less progress are those requiring advanced avionics and/or 
significant automation upgrades. The FY 2012 President’s Budget request 
continues our commitment to supporting the RTCA recommendations. 

The FAA continues to collaborate with industry on a number of fronts. Our 
optimized airspace management work serves as a great illustration of the 
partnerships that have been forged between FAA and the aviation community. 

The most significant near term progress has mostly occurred within the surface 
and metroplex areas. 

Some examples of the progress made include the formation of the NextGen 
Advisory Committee (NAC), a new senior level advisory panel representing broad 
aviation community membership. This committee will focus on improvements to 
safety, airports, the environment and air traffic, as well as global harmonization. 
FAA also completed the initial deployment of nationwide surface data sharing 
network to promote more efficient movement of traffic on the airport surface. 
Surface traffic data sharing enables a more collaborative surface management 
environment which results in increased safety while enabling greater throughput 
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and reducing aircraft emissions. 

Various demonstrations have also been and continue to be conducted throughout 
the country. For example, Surface Management demonstrations were conducted at 
Memphis (MEM) and Orlando (MCO) which demonstrated collaborative 
departure queue management. Also, Relative Position Indicator (RPI) 
demonstrations were conducted at Phoenix TRACON and Southern California 
TRACON. 

The FAA has been installing ASDE-X systems at additional airports, raising the 
total number to thirty two (32) of the thirty five (35) OEP airports. The agency 
has begun optimization airspace management initiatives by initiating two initial 
study sites in the Washington, D.C., and north Texas areas to serve as prototypes 
for broader implementation in critical metroplex areas. Five additional study 
teams are being dispatched in 201 1 . 

RTCA asked for more Localizer Performance with Vertical Guidance (LPV) 
approaches and FAA agreed with this recommendation. To date, over 500 
Localizer Performance with Vertical Guidance (LPV) approaches have been 
published to increase access to smaller airports. 

Finally, FAA completed initiatives to ensure consistent and efficient evaluations 
and approvals of NextGen technologies and operations. With industry, the total 
time from submission of an initial application for RNP Special Aircraft and 
Aircrew Authorization Required (SAAAR) approaches dropped to a typical time 
of 45 days, down from 1 8 months. 
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Rep. Olver 


NEXTGEN EQUIPAGE 


QUESTION : With regard to equipage, the Wall Street Journal recently 

reported that ITT and Nexa Capital are proposing a loan 
guarantee fund as a means of financing aircraft equipage 
requirements for NextGen. What are your thoughts on this 
idea? 

ANSWER : 

NextGen will deliver significant benefits to the aviation community and the public 
at large. As has been widely acknowledged, achieving the full capability of 
NextGen benefits requires significant operator commitment and financial 
investment. Ensuring a significant portion of the aircraft fleet is appropriately 
equipped to take advantage of NextGen capabilities is one of the most critical 
challenges to achieving success. 

In response to the NextGen Implementation Task Force and Future of Aviation 
Advisory Committee (FAAC) recommendations, FAA has been working with the 
aviation community to address the issue of NextGen equipage. More specifically, 
through RTCA’s NextGen Advisory Committee (NACX FAA has asked the 
aviation community to make recommendations on how to prioritize and achieve 
the aircraft equipage needed to realize the full spectrum of NextGen benefits. 

With the NAC, FAA is exploring a broad array of options for implementing 
innovative equipage financing programs, including the Nexa proposal featured in 
the referenced Wall Street Journal article. The FAA's current focus is to engage 
the broader aviation community and industry to address key financial and 
operational incentive questions. Many of the options FAA is considering bring 
up legal authority and budget issues that need to be evaluations. Under the 
Administration’s 2012 budget proposal, NextGen equipage is one eligible activity 
that could be supported by the National Infrastructure Bank. 
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Rep. Price 


AVIATION CERTIFICATION PROGRAM 

QUESTION : As you know, aviation manufactured products can only go to 
markets once they are certified. However, FAA is unable to 
support the current level of industry activity, with a current 
average certification wait time of six to nine months. This puts 
American aviation manufacturers at a competitive 
disadvantage when compared to foreign companies, which are 
more easily able to obtain the necessary certifications. 

Given the growing backlog of certification requests, and the 
impacts of these certifications on American manufacturer 
competitiveness and jobs, what is your plan for Increasing the 
timeliness and effectiveness of the certification program? 

ANSWER : 

The Aircraft Certification Office has to balance three areas of responsibility within 
its statutory authority; continued airworthiness, promulgating new regulations and 
safety standards to meet the latest technological and safety challenges, and 
certification of new products. All three of these areas have to be balanced, using 
the resources allotted. 

Continued airworthiness and keeping the existing fleet safe is FAA’s highest 
priority. The agency’s second priority is to ensure the target level of safety of the 
National Airspace System (NAS) is maintained or improved by introducing new 
technologies with the appropriate safety standards and regulatory basis. Our third 
priority is to ensure the certification of new products is managed as resources 
become available. 

The FAA has done several things to streamline certification in recent years. 

RTCA Task Force 4 and the NextGen Task Force have provided FAA with several 
recommendations. A few improvements made to the certification process are: 

• The institution of a Quality Management System (ISO-9000); 

• Single FAA points of contact for new technologies; 
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• The Small Aircraft System Safety initiative; 

• Certification Project Sequencing; 

• Early deployment of advanced systems; 

• Use of Approved Model Lists; 

• Improved process for Issue Paper coordination; 

• A new optimized form of organizational delegation; and 

• Risk-Based Resource Targeting. 

Over the last three years, FAA has been continually improving the Certification 
Sequencing Process. This process allows FAA to focus the agency’s limited 
resources on projects with the highest safety impact to the NAS and leverage 
resources from across the country to complete projects in a timely manner. Prior 
to the national implementation of the new sequencing process, applicants 
experienced variable wait times for their projects to be started and/or completed by 
FAA. FAA engineers had to juggle projects without a structured process and 
prioritization criteria. Today, once a project has begun, it is worked through to 
completion in a timelier manner. 

Based on available resources around the country, applicants are sometimes given a 
choice to work with an office other than the one to which they submitted an 
application. Some applicants choose to work with their local office instead of 
moving the project to a different office. This choice may delay the initiation of 
their project if the applicant chooses to move their project to a different office. 

The FAA completes approximately 4,000 certification projects each year ranging 
from under 40 hours to thousands of hours of FAA participation. The current 
certification backlog is approximately 70 projects. 

Data for the past 3 calendar years on sequencing wait times are listed below: 


Year 

# of Projects 
Initiated 

Average 
Wait Time 
(days) 

# of Projects 
with longer 
than Average 
Wait Time 

Shortest 
Wait Time 
(days) 

Longest 
Wait Time 
(days) 

2008 

69 

258 

29 

80 

514 

2009 

112 

126 

46 

7 

479 

2010 

74 

144 

29 

10 

379 
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Rep. Price 


AIRCRAFT CERTIFICATION APPLICATIONS 


QUESTION : Furthermore, the number of new technologies requiring 

certification is expected to increase as we implement NextGen. 
What are the Agency’s projections for certification 
applications in the 1-yr, 5-yr, and 10-yr timeframes? 

ANSWER : 

There are many different factors that make it difficult to project the number of 
certification applications to expect in the coming years. These include the 
prevailing economic environment, industry business models, trends in the global 
aviation market, the rate of older products leaving service, and new technological 
developments. Many of the foundational technologies for the NextGen 
modernization are already in development and certified. Some technology 
examples include Global Positioning System equipment, advanced flight 
management systems that are capable of flying optimized navigation paths, traffic 
information systems, and electronic flight bags that provide enhanced situational 
awareness. 

As more new avionic technologies are developed and presented for certification, 
their predecessors are “retired” from service and companies no longer seek FAA 
approvals for them. The demand for FAA approvals may increase slightly. 
However, with products leaving the market and many of the foundational 
technologies already in the cockpit today, the increase should be manageable with 
current staffing levels. 

Although FAA cannot provide the exact number of certifications requested, the 
agency has processes in place to meet the certification workload in the near and 
longer term. Proper use of organizational delegation and Aircraft Certification 
Service staffing increases commensurate with the past several years should be 
sufficient to keep certification projects moving and not impact the NextGen 
modernization effort. 
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NextGen related projects are given priority in our Certification Sequencing 
Process, based on their potential safety impact to the National Airspace System. 
The Aircraft Certification Offices across the country maintain a list of safety 
enhancing types of projects considered “NextGen-enabling technologies” and 
those projects are started before other projects that are not NextGen contributors. 
NextGen-related projects therefore benefit from some of the highest priority 
schedules within our certification process. 
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Rep. Price 


AVIATION SAFETY STAFFING LEVELS 

QUESTION : I am pleased to see that the FY12 request for FAA Aircraft 
Certificatiott Service (AIR) underscores the Administration’s 
commitment to providing the funding ($209.5 million) and 
staffing (1,335 FTE) necessary to ensure more timely 
certification of new aviation technologies. 

Do you expect that the FY12 staffing and resource level will be 
sufficient to support the anticipated growth in the Industry? 
What effect do you expect this to have on average certification 
wait time? 

ANSWER : 

The President’s budget includes funding for 1,335 employees in Aircraft 
Certification (AIR), an increase of 35 from the previous two years. These new 
positions will be split between manufacturing and engineering related activities. 
Aircraft Certification continues to examine the most efficient ways to use its 
resources to not only maintain the continued operational safety of the fleet and 
ensure safety standards and regulations are promulgated, but to meet the industry’s 
certification needs to introduce new aviation products into new markets. 

AIR has continued to initiate risk-based approaches in applying the correct 
resources during key phases of certification programs. AIR is introducing new 
risk tools targeting FAA resources. These tools assist the agency’s engineers and 
inspectors in identifying critical phases of a project, such as any new or novel 
technologies being introduced during a project. This would indicate the need for 
FAA staff to stay involved in that aspect of the project to enable smooth 
integration of the technology as it enters the market. 

The FAA has also introduced a new regulation, called an Organizational 
Delegation Authorization (ODA), which allows companies to leverage personnel 
within their organizations as representatives of the FAA Administrator. This new 
progr am is Starting to make progress by allowing qualified companies to better 
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control the timelines of their certification programs. There is a start-up resource 
commitment for companies who invest in an ODA. Over a period of time, the 
participating companies realize benefits because they control the schedule rather 
than being dependent on FAA. The FAA recently met with industry 
representatives to discuss metrics collection in order to measure and improve key 
areas within this program. 

The aviation industry is growing at an enormous rate and the resources annually 
allocated to AIR have helped stabilize concerns over any certification backlog. 

The certification of any new product carries with it FAA’s responsibility to 
oversee the safety of that product throughout its lifecycle. The responsibility for 
this new addition to the fleet must also be balanced with the requirements to 
protect the existing fleet. Personnel resource increases, such as those requested in 
FY 2012, will continue to be applied to the continued operational safety of the 
fleet. This ensures standards and regulations keep pace with the target level of 
safety of the NAS and work to minimize certification delays. Any resources FAA 
receives will be put to use in this order of prioritization. Additional resources may 
assist in the certification backlog, whereas a reduction in resources may see the 
backlog grow. 
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AMTRAK 

WITNESS 

JOSEPH BOARDMAN, PRESIDENT AND CEO, AMTRAK 

Mr. Latham. The hearing will come to order this morning, and 
first of all, good morning. 

Mr. Boardman. Good morning, sir. 

Mr. Latham. Today’s hearing looks at the Fiscal Year 2012 
Budget Request for the National Railroad Passenger Corporation, 
or Amtrak, and we welcome Joe Boardman, who is Amtrak’s CEO, 
and I look forward to your testimony. Thank you for being here 
this morning. 

Mr. Boardman. Yes, sir. 

Mr. Latham. Amtrak is the Nation’s only provider of intercity 
passenger rail service. It is structured as a private company, hut 
virtually all of its shares are held by the United States Department 
of Transportation. 

As we all know, Amtrak runs a deficit each year, with an esti- 
mated loss of $616 million in Fiscal Year 2012, which is $198 mil- 
lion more than Fiscal Year 2010’s net operating loss. Given the fis- 
cal constraints that we are faced with, this might finally be the 
year to tackle how to reduce the operating losses at Amtrak. 

The GAO, and Amtrak Inspector General, of course, indicated 
Amtrak needs to initiate major reforms and improve service and 
operations. I think that we all know that Amtrak must address its 
long distance routes and labor contracts if we want to reduce Am- 
trak’s net operating losses. 

I think the can has been kicked down the road — and I hope today 
will be the start of figuring out what steps are needed and that 
need to be taken to reduce the size of those losses. First, Amtrak’s 
largest revenue shortfalls are in its long distance routes. 

In Fiscal Year 2010, long distance routes lost close to $600 mil- 
lion. It was the worst performing route and has a 22 percent recov- 
ery rate. It is time to reevaluate our national strategy for long dis- 
tance routes and determine whether these routes are in the tax- 
payer’s best interests. 

Second, I was astonished to learn the extent of Amtrak’s labor 
costs. Having over eighteen-hundred employees each make over 
$30 thousand a year in overtime, and that is not base salary, but 
that is overtime, simply is not a sustainable business model. 

I understand that you are currently negotiating a collective bar- 
gaining agreement, and I hope that you show strong leadership and 
come up with an agreement that is both fair to the Amtrak employ- 
ees and to the taxpayer. 


( 529 ) 
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I look forward to your opening statement, and an open and pro- 
ductive discussion with you today as we continue through the proc- 
ess, and again, thank you for your hard work and excellent joh in 
a very tough situation. I would now like to recognize the Ranking 
Member, Mr. Olver. 

Mr. Olver. Thank you. Thank you, Mr. Chairman, and good 
morning, Mr. Boardman. It is a pleasure to speak with you today. 
First, let me commend the work that you and your organization 
have done to improve the financial health of Amtrak. 

Ridership records continue to be broken, with now almost 29 mil- 
lion passenger trips in 2010. The corporation has approximately 
halved its debt burden over the last eight years. 

Despite the railroad’s record of progress, critics of the railroad 
continue to argue for defunding Amtrak and making it the only 
non-subsidized mode of transportation in the United States. 

This stance would kill Amtrak and damage the American econ- 
omy. It is my strong belief that the administration’s $4.4 billion re- 
quest for Amtrak reflects an understanding that all users of all 
modes benefit from an interconnected network that increases trans- 
portation options. 

Specifically, highway users will benefit from decreased conges- 
tion, and transit users will receive access to improved intercity con- 
nections, and airlines can focus on more efficient and profitable 
long distance routes, just as it contrasts with what the Chairman 
has said that you have deeply unprofitable long distance routes, 
their long distance routes are their most profitable, and probably 
are the only ones that really do run a profit. 

Mr. Boardman, in spite of the critics and the threats, Amtrak is 
entering an exciting period of opportunity. The Secretary’s designa- 
tion of the Northeast Corridor as a high speed rail corridor allows 
Amtrak to compete for high speed and intercity passenger rail 
funding, and address capital improvements that will greatly reduce 
travel times. 

Furthermore, while the Northeast Corridor is already our pre- 
mier passenger rail corridor, I am interested to hear more about 
the long terms visions for the corridor that you released last Sep- 
tember, and how the administration’s robust Fiscal Year 2012 rail 
request makes that vision achievable. Thank you and I yield back. 

Mr. Latham. I thank the gentleman, and Mr. Boardman, your 
statement will be entered in the record, but if you want to summa- 
rize it hopefully within five minutes. 

Mr. Boardman. Yes, sir, thank you. Chairman, and just so you 
feel like you are at home, I am a graduate of Cornell University, 
College of Agriculture, and so if you were in the wrong room, some- 
times I think I am as well. 

Both Mr. Olver, Chairman, and Members, I appreciate the oppor- 
tunity to come here, and I will be fairly short in my comments. As 
of this morning, we finished 17 straight months of year-over-year 
ridership growth at Amtrak. 

Our ridership has grown more than 36 percent since the year 
2000. The only restriction that we are really running into is avail- 
able capacity. Last year, we carried more than 28.7 million riders, 
and that does not really tell the whole story, because it is not just 
the ridership on Amtrak. 
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Amtrak provides the opportunity for the commuter riders across 
this United States to handle about a million people a day, and so 
we are talking about 300 million commuter riders because of Am- 
trak’s control of the Northeast Corridor, and some of the services 
that it provides. 

Our 15 long distance trains, which carry about four-and-a-half 
million in riders, are the only Amtrak service in 23 States, and at 
223 of the 516 stations that we serve. Forty-three percent of pas- 
sengers with disabilities who took an Amtrak train in 2010 trav- 
eled on one of those 15 trains, Amtrak plays an important role as 
a provider of rural transportation services — and that is becoming 
clearer and clearer to me as an Agriculture graduate and somebody 
who came from a rural area of New York, which people often do 
not understand has a rural area — which has become increasingly 
important as bus and air services are contracted. 

Our bus routes today serve about 12 percent fewer rural resi- 
dents than they did in 2005, and about 152 of Amtrak’s stations 
serve the rural communities, many of which have no intercity bus 
service whatsoever. 

To sustain our system, our budget request is $2.2 million — ex- 
cuse me, billion. I think you would say yes to the million — in 2012, 
divided into $616 million to support operations, and the only oper- 
ations that are supported at Amtrak are the rural services, and not 
the Northeast Corridor. That is the operating side of the structure. 

And 1.285 billion for capital programs, and $271 million for debt 
service, with the exception of the $50 million that we are looking 
for to advance the Northeast Corridor Gateway Project. 

And our debt levels, and you have already recognized it. Con- 
gressman Olver, have been reduced in the last five years from 
about $4 billion to less than $2 billion. We just published an up- 
date to our fleet plan, which identifies some of our major equip- 
ment needs, and we have placed orders for 70 new electric loco- 
motives, and 130 single-level long distance cars to replace our Her- 
itage Fleet. 

Building long distance cars is a new operation entirely within the 
United States out of Elmira, New York, and right from the ground 
up, these cars will be built in the United States. We used the Re- 
covery Act money that came to us in 2009, $1.3 billion, to return 
our stored cars and diesel locomotives to service — 81 Amfieet cars, 
25 locomotives, and 21 Superliners. 

We also plan on growing Acela service capacity by adding 40 cars 
to the existing 20 Acela trains, that we expect to begin on in 2012. 
We will talk a little bit later here about the vision for our real very 
high speed service, and I am sure some questions on that will come 
later. 

We have made a lot of improvements, and in fact when you real- 
ly look at Amtrak, depending on how you look at the numbers, for 
operating service, we cover 85 percent of our costs. 

So for every dollar that you spend for operating, or for every dol- 
lar that we spend, you contribute 15 cents to provide that service, 
and it is the most efficient railroad in the United States. 

There is no other railroad that you can find that operates that 
inexpensively and efficiently. I appreciate again the opportunity of 
being here, and I will stay within my time. 



532 


Mr. Latham. I thank the gentleman. I was surprised to see that 
one of your employees made $21 thousand in regular pay, and $149 
thousand in overtime last year. 

Mr. Boardman. So was I. 

Mr. Latham. I thought it was an anomaly, but there are eight- 
een-hundred Amtrak employees who made over $30 thousand in 
overtime last year. I do not blame the employee, but I do believe 
in these budget times that we probably need stronger management 
here somehow. 

I mean, the idea of someone’s salary being $21 thousand, and 
$149 thousand in overtime, how does this happen? It is outrageous. 
How does it happen? 

Mr. Boardman. I think it happens for a couple of reasons. One 
is that the overtime that we are talking about has been a long term 
issue at Amtrak. This is not a new situation, and it is hardly su- 
pervision, but more importantly it is about how the work gets done. 

When you look at that list of employees, you are going to find 
that almost all of them are maintenance, engineering maintenance, 
on the railroad, and most of them, or all of them, I believe, are 
pretty much in the Northeast Corridor. 

And part of it — most of the dollars are paid back to the States 
to a large extent because of the work that has to get done on a rail- 
road on the nights and the weekends, and nights and weekends are 
when the real overtime gets paid. 

So, for example, in New York just recently, we had a couple of 
bridges that New York wanted to get done, and we told them that 
we really could not do that right now because of all of the work 
that we were doing, especially in 2009 and 2010. 

And because of the work that we were doing, we did not have 
the workforce to protect the railroad to help the States get the job 
done to get those bridges done across our railroad. 

So it was in some cases more than a regular overtime situation 
that occurred, and that happens on the railroad on a frequent 
basis. It is a very difficult thing to manage, but it needs to be man- 
aged better, and we understand that. 

Mr. Latham. Are any of these going to be addressed in the budg- 
et collective bargaining agreement? 

Mr. Boardman. That particular collective bargaining agreement 
is not done. We have 13 different bargaining agreements, with 23 
different unions at Amtrak that we have to work with. This one is 
not done where the large part of it is, and so some of it can be ad- 
dressed. 

Mr. Latham. As management, who assigns the shifts? Does man- 
agement, or do the employees themselves bid for the shifts? 

Mr. Boardman. It is a combination. It is the employees bidding 
for shifts, and then when there is the extra work, they have to be 
assigned on a prescription basis, and it usually on an extra board. 

Mr. Latham. But on a regular basis management does not assign 
shifts to employees? 

Mr. Boardman. Management prepares the shift assignment, and 
the employee works it, but also works a second shift in often cases 
because of the amount of work that is available, but it is not a con- 
sistent level of work. 
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And it is not an easy situation of going out and getting some la- 
borers who are able to understand railroad rules and work safely. 
So it is not easy to take our workforce up and down, which happens 
in a lot of other industries, so you can reduce the overtime. 

Mr. Latham. Explain how it works. Say there is a shift on Mon- 
day, and someone assigns that one, and let’s say there is a shift 
at midnight, and coming on Sunday, and midnight to eight o’clock 
in the morning. Are those bid by seniority? 

Mr. Boardman. I believe so. 

Mr. Latham. Okay. And if a person who is working would nor- 
mally show up for the 8 to 4, but they bid the midnight to 8 in the 
morning, they get paid overtime? 

Mr. Boardman. That is a shift differential. 

Mr. Latham. Okay. And do they work then the next eight hour 
shift? 

Mr. Boardman. If we need them, and they are available, yes. 

Mr. Latham. So my understanding is that they do not, but there 
is a requirement that you cannot work two shifts like that together, 
and so what happens is that while they are getting paid overtime 
from midnight to eight o’clock in the morning, the next shift that 
they are assigned to, someone else has to come in and work that, 
and they get paid overtime. 

Mr. Boardman. We have got some sharpshooters that come in, 
and sharpshooters being the people that figure out what the loop- 
holes are in the rules, and wind up getting paid more money. 

But you can call people in to work just on an overtime basis, and 
not just because they have had one shift to work, and that they can 
come in afterwards. 

Mr. Latham. Is this part of the negotiations going on with the 
labor agreement to understand that there are some loopholes out 
there? I mean, that much overtime 

Mr. Boardman. I understand, and part of the problem, Mr. 
Chairman, is that we cannot take down our railroad except on 
nights and weekends, to get some of this work done. We just can- 
not do it. 

So they will work all week, and they will work on weekends as 
well, and we have some people who are willing to work on a con- 
tinual basis. And the sharpshooters are a problem, and that is the 
outrageous part of it, I guess. 

Mr. Latham. My time has expired. Mr. Olver. 

Mr. Olver. Mr. Boardman, I was startled by your piece where 
you said that 43 percent of the passengers — and I am reading di- 
rectly here — with disabilities who took an Amtrak train in 2010 
traveled on one of those 15 trains in the long distance routes. 

How does it come out to be 15 trains? 

Mr. Boardman. It is the 15 long distance trains across the coun- 
try. 

Mr. Olver. What is that, there is four routes are there not, four 
long distance routes? 

Mr. Boardman. No, there are 15 routes that we operate. 

Mr. Olver. And each one of those 15 — well, what do you call a 
long distance route? I think of long distance routes as being ones 
that go across the great west, from Chicago to the West Coast, or 
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from somewhere south to the West Coast. What are the other ones 
that you call long distance? 

Mr. Boardman. New York to Miami, New York to Tampa, Wash- 
ington to Chicago, New York to Chicago. Anything that is over 750 
miles is considered long distance. 

Mr. Olver. All right. On that score, if there are 15 trains which 
are those, how many total trains do you claim that run? 

Mr. Boardman. 310 trains a day operate. 

Mr. Olver. 310 a day, but those 15 trains are actually the — 
those most come to. Well, 310 trains a day? 

Mr. Boardman. 310 trains, yes, actually operate. I believe that 
is the right number per day. What you have got, or what I am mix- 
ing is two things. A long distance train has one or two going one 
way, or one or two coming the other way on some of the very long 
distances. 

Mr. Olver. On the same day? 

Mr. Boardman. Yes. 

Mr. Olver. On the same day. 

Mr. Boardman. So you would have one headed west, and one 
headed east. 

Mr. Olver. Well, I am going to get myself terribly confused as 
to whether or not we are talking about trains or the number of 
trips, and so forth. But in any case the number that those 15 trains 
out of your 310, if those are being counted on a similar basis, ap- 
ples to apples so to speak, that that group of 15 would be carrying 
43 percent of all of the disability personnel. 

Now, the reason that it puzzles me is that I think we have con- 
cluded that from testimony last year, I think there were only 48 
out of your stations that were ADA compliant, and now I under- 
stand at this point that we are up to a hundred that are complaint. 

But this is all out of about 500 stations is it? What is the total? 

Mr. Boardman. It is a little over 500 stations. 

Mr. Olver. So, a little over 500 stations, and so that we have 
a very small portion of the stations that are actually complaint. 
Why is that group of 15 trains carrying such a large proportion of 
the disability population when my guess is that a huge number of 
the stations along those routes of those trains are non-ADA com- 
plaint? 

Mr. Boardman. Well, even if a station is not ADA complaint, we 
still can carry a disabled passenger from that station. 

Mr. Olver. Why then are so many disabled passengers using 
that service? 

Mr. Boardman. I do not know that I have the real answer to 
that, sir, but there is a 

Mr. Olver. But they do have plane service, and disabled people 
do fly on planes, and disabled people do ride on buses? 

Mr. Boardman. Yes. 

Mr. Olver. What is the reason? This is startling me essentially, 
the proportion of disability that is involved in this. 

Mr. Boardman. I do not think that I have the detailed answer, 
but I can ask the staff to put this together as to why this is occur- 
ring. But, I mean, my only answer is that people do find it more 
convenient to ride a train than they do to ride a plane. 
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Mr. Olver. Well, okay. I am already on yellow, and so I will pick 
it up in the next round. 

Mr. Latham. Thank you, Mr. Olver, and now Mr. Carter. 

Mr. Carter. Thank you, Mr. Chairman, and welcome. I am glad 
to be here. I took the Amtrak from Austin, Texas, to Washington, 
D.C., and it was an interesting experience. 

Mr. Boardman. Interesting does not necessarily mean good. 

Mr. Carter. Well, to me it was, but I grew up with a grand- 
father who was an engineer on a passenger train. I had surgery 
and they would not let me fly, and so I did not have a choice. I 
had to come to work. 

Mr. Boardman. I understand. You are one of those disabled that 
we carried. 

Mr. Carter. Disabled people, yes, and I think I have an answer 
for Mr. Olver, and the disabled situation, and that is that I met 
a lot of people on the train who told me that they were retired, and 
they rode the train almost continuously. 

That Amtrak had a special rate for retired people, and they were 
all over the country. These retirees stay on the train, and so that 
may be part of it. 

Mr. Olver. Well, that is a good answer. I am hoping to find out 
what portion of the population is using Amtrak that would not 
have any other place to go. Sorry to take your time. 

Mr. Carter. Well I am going to ask some questions about why 
Amtrak costs so much money. Up here on the East Coast, which 
is the mecca of Amtrak, I was checking last night on today’s fares. 

A one-way ticket from Washington, D.C. on the Northeast Re- 
gional runs from $76 to $109 for coach, and $114 to $144 in first- 
class. A one-way ticket today on the Acela train from Washinrton, 
D.C. to New York City was as much as $232 for coach, and $337 
for first-class. 

By comparison, the Bolt Bus, which is a commercial service, non- 
subsidized by the government, with leather seats and wireless 
internet, costs between a dollar and $23; and on Jet Blue, a one- 
way flight from Washington, D.C. to New York City, was $170. 

Now, with the heavy subsidy that the Federal Government puts 
into Amtrak, why are train fares more expensive than plane fares? 
And of course with bus fares, it is easy to figure that out. 

Mr. Boardman. The Federal Government does not subsidize Am- 
trak on the Northeast Corridor for our costs. We cover all of our 
costs for operating on the Northeast Corridor above the rail. 

And when you compare the modes, and I think that it is an im- 
portant question, and I think the balance often times in the context 
of the balance gets lost. The United States Department of Trans- 
portation has 60,000 employees. Fifty thousand of those employees 
work for the Federal Aviation Administration. 

And all the airlines together pay about 57 or 58 percent of the 
costs of the FAA. The FAA provides the Air Traffic Control System. 
Nobody provides that for the railroads except the railroads them- 
selves, Amtrak or the freight railroads. 

For Bolt Bus, and I was in the bus business, and I understand 
a little bit about it, they pay tolls on the way to New York, but 
they do not pay for the infrastructure and the repair of that infra- 
structure along the way. 
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And the Federal Highway Administration and the highway in- 
dustry gets about $51 billion a year now to maintain the inter- 
states that are out there today, and while there is a certain level 
of assistance that a Boat Bus provides, it is nowhere near what 
Amtrak has to provide and railroads have to provide for their cap- 
ital. 

And that is where the assistance for the Federal Government 
comes in for the Northeast Corridor and what you are talking 
about. It is the investment necessary to keep the Corridor safe, and 
the infrastructure safe. 

In regard to the fares, we charge the maximum that we can in 
order to reduce the amount of tax that has to be provided to Am- 
trak. 

Mr. Carter. Well, I understand that, but that brings us back to 
the debate that we were having with Secretary Ray LaHood, about 
the world of high speed trains, and I take the position that high 
speed trains run 200 miles an hour or better, and I understand this 
is not the definition of an American high speed train. 

Mr. Boardman. And that is not the definition of a world high 
speed train either, sir, but I understand the point. 

Mr. Carter. Well, one of my staff members just returned from 
a honeymoon to Europe, and he rode the high speed trains, and 
real high speed trains, and he said that what we call high speed 
trains are not high speed. The ones that were high speed trains 
went 200 miles an hour. 

Mr. Boardman. I understand. 

Mr. Carter. But if the fares on regular trains are hard to justify 
to the market at some level, the upper level, then putting in a real 
high speed train in the United States is going to require a whole 
new infrastructure. 

I am told that at least a million dollars a mile to put in a high 
speed train, and that by people who build them, at least a min- 
imum of a million dollars a mile, and it is going to take extensive 
maintenance. 

How will this ever become cost effective so that the average 
American citizen can get on a high speed train, and utilize the 
speed capacity, and compete with an airplane? 

Mr. Boardman. I think you can only have it cost effective if you 
have enough ridership, and in the Northeast Corridor, you have got 
40 million people within 40 miles of the corridor, and this is prob- 
ably the most likely success in the United States. 

Mr. Carter. That is true, except that if they stop, it is not high 
speed. So you are going to have to go from Washington, D.C. and 
not stop. 

Mr. Boardman. I understand, and that can be done, but people 
in Philadelphia will not like it. 

Mr. Carter. Amen. I understand. I am just pointing out that the 
cost is going to be really, really high. 

Mr. Boardman. Yes, sir. 

Mr. Latham. The gentleman’s time has expired. The gentleman 
from Ohio, Mr. LaTourette. 

Mr. LaTourette. Good morning, Joe. How are you? 

Mr. Boardman. Good morning, sir. How are you? 
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Mr. LaTourette. Just to put things in perspective for some of 
my friends about Amtrak. If you look at the way the Nation sub- 
sidizes all modes of transportation, and just starting with about 
1971, the last 37 years, the Federal Government has poured over 
a trillion dollars into the highways, and about $421 billion into the 
Federal Aviation Agency, and comparatively, it is $36 billion for 
Amtrak, about a billion dollars a year for the last 37 years. 

And I do not think that is too much, and in relative fares, and 
I have to tell you that we would criticize them if they did not 
charge enough and were asking for a higher subsidy. 

The proof is sort of in the pudding. The ridership has increased 
36 percent since the year 2000. I think that they have been given 
a mandate. They were given a tough job when the great railroads 
in this country did not want to be in the passenger business any- 
more, and they dumped a bunch of old equipment. 

And there was the start of this new company, and have there 
been mistakes? Sure. Have there been things that you probably 
should not have done? Sure. But I have great faith in what Joe 
Boardman did in his past job and what you are doing in your cur- 
rent job. So I think you are doing a hell of a job. 

Let me ask you just a couple of things. One is about the FRA’s 
proposal to reestablish an infrastructure back, and create this new 
sort of funding, and where they are going to have a new national 
rail system, and there is going to be a newly dedicated rail account 
named the Transportation Trust Fund. 

And at the moment the proposal is that Amtrak would be the 
only recipient of those funds. My concern is that that is the way 
that the National Highway Trust Fund started, and now after talk- 
ing with Chairman Latham there has been 106 diversions from the 
Highway Trust Fund. 

So it makes me nervous that we would embark on another event 
and doing things that way — whatever the Federal contribution to 
Amtrak is, rather than continuing in the way that we have been 
operating to create this new fund that you are the only recipient 
today, but tomorrow there may be 20 people who are recipients of 
this fund. 

Mr. Boardman. I think. Congressman, that everybody in this in- 
dustry, in Amtrak and passenger rail, supports the increased sup- 
port that is proposed by — and strongly supports that by the admin- 
istration. 

There is always trepidation, and I think that you — and I want 
to go back to something that the Chairman talked about, is the 
number of our labor unions which are particularly interested in 
what happens here for the future because of the employment ques- 
tion. 

And so they are looking at this very carefully, and I have asked 
my staff, who came back and gave me a thumbs up, a positive, that 
this was a very positive thing that the administration was pro- 
posing, because we had an obligation to really think about that. 

But I think that you do bring up the question, and Congress can 
do anything that they want to, to change something for the future. 
But I do know that we have to rebalance for the benefit of the 
United States, and for the people of the United States, the modes 
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of transportation that we are using for the future, and for our en- 
ergy security as well. 

Mr. LaTourette. Of course we do, and I do not remember which 
freight rail line had the commercial that with one gallon diesel fuel 
that you could take a ton of stuff I think from Washington to New 
York City or Buffalo. 

But it is in stark contrast to the fuel that you burn in an air- 
plane, and in contrast to the fuel that you are burning in a truck, 
and forget about the congestion and everything else. 

So I just throw that out as sort of a caution flag. It makes me 
nervous when we set up these new organizations, and then — well, 
we had that when Mr. Olver was the chairman, and sustainability 
initiates of probably a million dollars a year, and I am all for the 
goals of that program, but they wanted to take it out of the High- 
way Trust Fund. 

And that is just an example, and that they will come up with a 
Peace Train, and who is going to argue against the Peace Train, 
and all of a sudden the Peace Train cuts into and is now eligible 
to take money out this fund that is being established. So I just 
worry, and that is all I want to say about that. 

Mr. Latham. I thank the gentleman, and in order of arrival here, 
Mr. Womack. 

Mr. Womack. Mr. Boardman, thank you for your testimony, and 
I am one of the people on this committee who have not ridden Am- 
trak. I have never ridden Amtrak. I have seen it a lot. It is not too 
convenient for me because of where I live and who I represent. 

The Texas Eagle runs through Arkansas. It does not come up 
through my particular district, but it serves many other important 
parts of our State, including our capital city. Little Rock. 

In 2010, you spent $53 million on the line, and lost 29, and so 
24 million is what you made, and the Federal Government basi- 
cally subsidized the rest, a cost recovery ratio of less than 50 per- 
cent. 

The line hits Little Rock, but you can go to Arkadelphia, and you 
can go to Walnut Ridge, and some other towns. But those cities are 
not in our most populous cities, and those trips would probably 
have to be made sometime in the wee hours of the morning. 

Is Amtrak really feasible? And I realize that we are kind of a 
pass through State for the line, but is it really feasible in States 
like Arkansas that have a rural character, and how much of an in- 
vestment would it require before it could be more useful to, shall 
we say, more of the population in our rural State? 

Mr. Boardman. I think it is an excellent question, and I appre- 
ciate it, and I understand as a freshman, and where you live in Ar- 
kansas, you would probably be much more interested in Interstate 
49 than you would be the rail service. On that Texas Eagle serv- 
ice — 

Mr. Womack. I will count that as an endorsement on your part. 

Mr. Boardman. Dan Flowers made the endorsement while I was 
back as a Commissioner of Transportation, but there are 287 thou- 
sand riders on the Texas Eagle. I do not know exactly what is out 
of Arkansas at this point in time. 

But last year, we had a great effort on the part of Hope, Arkan- 
sas, to get an additional stop at that location, pretty close to Tex- 
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arkana, of course, and on into Texas. The revenue was 24 million, 
but our total cost was 53. Part of the difficulty on all the long dis- 
tance trains, and this goes for all of them, is that the business 
model did not really work because of the amount of time that it 
takes, and the availability of capacity on the train for us to really 
get the kind of — and we are not cheap. 

Just as Judge Carter was talking about, we are not a cheap oper- 
ation. We charge as much as we can, and still try to provide a serv- 
ice that is cost effective. It is very difficult to do, but there are peo- 
ple in Arkansas who believe it is effective in the areas that it oper- 
ates in today. 

It also provides just an ability for bus service if it was coming 
out of Northwest Arkansas to connect to Little Rock, or to connect 
to one of the other stations, and to have that connectivity across 
the country. 

And that is probably the most important part of what the na- 
tional intercity interconnected service is about, is that connectivity 
across the United States. 

Mr. Womack. But back to the last part of my question. Do you 
see a point in time when in some of these rural areas that there 
is an investment, it could be recaptured, and make that service 
more useful without some other kind of connecting mechanism like 
a bus service, say, from Northwest Arkansas? 

Mr. Boardman. The operative question is useful, and not to be 
argumentative at all, but I think it is useful now, but if the real 
question is are you going to be able to make money on the route, 
then I am going to say no. 

I am going to say that for the most part most of the long distance 
trains, the best one we have is Auto Train, which covers about 74 
percent of its costs. And whether you are in a bus system today, 
or any passenger service, unless there is some kind of subsidy, and 
it does not always have to be cash as we can look at the FAA with 
50 thousand employees out of the USDOT, and doing all the air 
traffic control. 

It is debateable I guess sometimes whether the TSA checkers are 
the folks there, but that is all paid for by the government. So there 
are different levels of subsidy to secure transportation across the 
country that we provide as a subsidy, that is a policy question in 
the United States, and so I do not see it as being able to operate 
profitably. 

Mr. Womack. Mr. Chairman, let the record reflect that he did 
say 1-49 before I did. I yield back. 

Mr. Latham. I thank the gentleman. Mr. Diaz-Balart. 

Mr. Diaz-Balart. Thank you very much, Mr. Chairman. How are 
you, sir? 

Mr. Boardman. Yes, sir. 

Mr. Diaz-Balart. I do not want to misquote you, but you talked 
about how Amtrak was very efficient. Is that what you said? 

Mr. Boardman. Yes, sir, cost efficient. 

Mr. Diaz-Balart. Cost efficient. Speak to me a little bit about 
freight rail. We know, and you mentioned that, and our colleague, 
Mr. LaTourette, mentioned how much we subsidize other forms of 
transportation. 
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But how about freight rail? Freight rail, I think, they pay for the 
infrastructure, and they pay for their lines, and they frankly — and 
it is my understanding, and I may be wrong, but that is why I am 
asking the question, but do we subsidize them as well or not? 

Mr. Boardman. We do, but not very much. 

Mr. Diaz-Balart. Not very much. 

Mr. Boardman. And let me explain what that means, is that 
when we do a highway grade crossing job, it is usually paid for by 
the highway side of the house, and not the railroad. 

Mr. Diaz-Balart. Sure. 

Mr. Boardman. And there have been several times that several 
investments have been made in the last couple of years that have 
helped the freight railroad. 

Mr. Diaz-Balart. And we also regulate them and cause them ad- 
ditional costs as well, which 

Mr. Boardman. And I have to live by those regulations as well. 

Mr. Diaz-Balart. And I was going to say that it also affects you, 
but my question is this, and I know that it is comparing not even 
apples and oranges. It may be apples and trees. 

But if they are not heavily subsidized, and yet they are able to 
provide an actual profit, and so the question then I think needs to 
be asked is that you are subsidized, and yet you do not provide a 
profit, and we still have to subsidize you because you have oper- 
ating losses. 

And so why the difference? In other words, it seems that the pri- 
vate sector does it, and they make a profit, and they compete with 
each other, and they invest in their infrastructure, and you do 
through subsidies, and not just through your revenues. 

So why is it that Amtrak cannot do that? I understand that it 
is passenger and not freight, but why is it that Amtrak cannot do 
the same thing that the private sector does with freight, and with 
passenger? 

Mr. Boardman. Well, that is a good question. I think that the 
freight railroads have not always been profitable. The Staggers Act 
really helped them become more profitable when they were able to 
spin off a lot of their unprofitable routes, and it helped them sub- 
stantially in 1971 when they turned over all their passenger serv- 
ices to Amtrak. 

So they have been able to get rid of those things that had to be 
subsidized by somebody, and in the past, they were subsidized by 
other revenue that the freight operated from. Freight railroads 
today, I think, are key providers of the movement of our economy. 

And 40 percent of the — well, it used to be 40 percent, and it may 
be a little bit different, but 40 percent of the freight that they carry 
is coal. Coal today handles or is responsible for about 50 percent 
of the electric energy in the country, with about 20 percent natural 
gas, and 20 percent nuclear, and the rest hydro and so forth. 

But that is a key element of what the freight railroads provide 
as a base level of service. 

Mr. Diaz-Balart. So they have kind of a solid market that they 
have, which is coal? 

Mr. Boardman. They do. 

Mr. Diaz-Balart. Now, are there — there must be parts of the 
system that make money, and other parts that lose money, correct? 
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Mr. Boardman. You mean in terms of passenger service? 

Mr. Diaz-Balart. Yes, and I apologize, and I am getting back 
now strictly to Amtrak. Do you look at — and I understand and I 
think I know the answer to this, but do you look at getting rid of 
those, and closing those down that do not make a profit? 

And if so, then why do not you get rid of those that do not make 
a profit? 

Mr. Boardman. I think that there was a large part of time spent 
in the late 1990s, and all the way up to perhaps 2002 and beyond, 
and maybe to 2005, trying to make that change, and trying to fig- 
ure out how many long distance trains could we cut, and could we 
save money. 

We even looked quite frankly. Congressman, at ourselves, be- 
cause we know that our country is in trouble, and we looked at it 
and said if we were going to reduce service, where would we do 
that, and would we save money by going to three days a week on 
the service. 

We have two of our 15 long distance trains that are three days 
a week, and they are the two worst performers. So when you look 
at them, they are on the bottom of the rung. And what we found 
is that we would lose more money if we did that, because people 
could not depend on it. It was not every day, and the service would 
not 

Mr. Diaz-Balart. But if you closed them down? 

Mr. Boardman. If you closed them down altogether, next year’s 
costs would be the first year to close down the 15 routes, would be 
$1.1 billion, and that is because of the requirements that we had 
right from the beginning of this railroad to pay out labor pay, and 
also we would have to spread other costs as part of the shutdown. 

So it would be over a billion dollars next year, and then that 
would play out over a five year period. We would have probably in 
excess of 4 to 5 billion dollars to shut them down, and you would 
no longer have any service for the rural States of the United 
States. 

Mr. Diaz-Balart. And, Mr. Chairman, I do not know if I have 
any time, but just so I understand, that you would have an initial 
closedown, or shutdown costs. Eventually, however, you would not 
have to subsidize, and you would not have to, I guess, maintain, 
and you would not have to have all the costs that that involved. 

So that eventually you would start saving money, and it would 
not be a substantial amount of money? In other words, look, I am 
posing this question. In the private sector, when something is los- 
ing big money, and I realize that I am out of time, but in the pri- 
vate sector, when you are losing big money, you shut those down, 
and you focus on what makes you money. 

And I am not quite sure if we are looking at that, and if that 
is possible, and if that is feasible, and if not, I would like to know 
later on why not, and we will continue the conversation. Thank 
you, Mr. Chairman. You have been very generous. 

Mr. Latham. I thank the gentleman. Mr. Dent. 

Mr. Dent. Thanks, Mr. Chairman. I appreciate this opportunity. 
Just a couple of things about the high-speed rail. I know that Flor- 
ida is not going to utilize the money. I keep hearing that Amtrak 
wants to take some of the elective, have some of that Florida 
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money, and use it for the Northeast Corridor to expand high-speed 
specifically between Philadelphia and New York. I think you are 
talking about $450 million, I guess for track and signal upgrades. 
Is that a fair assessment? 

Mr. Boardman. Actually, I brought the application with me. For 
the Northeast Corridor Gateway Project, we were looking for — let 
us see, 188, 50, 570, and 449, so well over that, over a billion. We 
do not know that we would get all that, and that we are ready 
to 

Mr. Dent. I was talking between Philadelphia and New York. I 
heard 450 million. 

Mr. Boardman. I do not know exactly where that came from. I 
would have to look 

Mr. Dent. It was in the Philadelphia Inquirer. That is right. 
That is my source. So okay. There you go. 

Mr. Boardman. It is 449.9. 

Mr. Dent. Okay. Well, pretty accurate then. I guess the question 
that I have is right now, I ride Amtrak, both the Regional and 
Acela in the Northeast Corridor. The maximum speed on the Acela, 
is that 135 miles an hour right now? 

Mr. Boardman. South end. 

Mr. Dent. Pardon me? 

Mr. Boardman. On the south end, yes; 150 on the north end. 

Mr. Dent. And if you were to go to high-speed rail between 
Philadelphia and New York how fast do you think you could get 
that rail? 

Mr. Boardman. Well, the project that is being talked about here 
is power signal, track, and catenary improvements, which are re- 
quired to get us to above 135. Probably one of our most serious 
problems for the electric train is the power available to really run 
them, and then the catenary has to be improved to go to 160 so 
that — the current generation of Acela is capable of 150, but 

Mr. Dent. It rarely goes at that speed, right? 

Mr. Boardman. Just on the north end, for about 20 or 30 miles, 
is all that is available for the track and the physical characteristics 
of operating it. We can operate a higher speed train, but we would 
have to make infrastructure improvements, major infrastructure 
improvements. 

Mr. Dent. And if you were to have — what would be the max- 
imum speed you think you could get on a train running on the 
Northeast corridor? 

Mr. Boardman. With our vision for the future, 220 miles an 
hour. 

Mr. Dent. So 220, okay. A question, too, about the rail service 
in the Northeast, and this is sort of a parochial concern. We have 
done studies where I live about expanding rail service between 
New York City and the Lehigh Valley region, not through Amtrak, 
but through New Jersey Transport, extend their lines, and we have 
done studies, and we found that if we were to extend the lines, rid- 
ers would cover 22 cents on the dollar. 

Now, I understand that many of these types of systems, you 
know, operate at a deficit. As a rule of thumb in the Northeast, 
what would you expect the cost recovery from riders to be if you 
were going to rail service? 
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Mr. Boardman. Well, I think if you are talking about commuter 
rail service like I think what you 

Mr. Dent. Interregional, yes. 

Mr. Boardman. You are talking about a commuter service. I 
think they are covering — Metro North is probably the most efficient 
in covering costs, and they are in the 50 to 60 percent category. 
But that is because you had a rail culture that was built into this. 
So much of rail and bus and transit is dependent upon external cir- 
cumstances. When you are seeing four dollar gasoline, you are 
going to have a much higher recovery of people riding transit, 
which is what you are talking about here, then you would if you 
did not have four dollars. If you have ten dollar gasoline, you are 
going to do a lot better than that. And that is part of the difficulty 
of making that happen. 

Mr. Dent. How would you react to 22 cents on the dollar in 
terms of recovery? 

Mr. Boardman. Well, for what period of time? I do not know the 
study. I would have to look at 

Mr. Dent. Well, I will get back to you on that. I cannot tell you 
the time period, but it was 

Mr. Boardman. I would be happy to look for it. 

Mr. Dent. Yes. We are trying to make decisions between bus and 
rail. Okay. I have no further questions. I yield back. Thank you. 

Mr. Latham. I thank the gentleman. Just a couple of things that 
kind of caught my attention. Mr. Diaz-Balart talked about it, and 
you discontinued several of these routes, and you said it would cost 
$5 or 6 billion. Am I correct, did I hear you right, that you would 
have to pay the employees for five or six years? 

Mr. Boardman. Yes. 

Mr. Latham. Even though they were not working? 

Mr. Boardman. Yes. 

Mr. Latham. So that would be a huge part of that. 

Mr. Boardman. That was created in 1971 as a part of the origi- 
nal effort. There was an expectation that Amtrak might not con- 
tinue. And so in order to get qualified employees, the Congress at 
the time passed a law called the C2, which was a result of a dock- 
worker decision in New York City that paid employees, depending 
on how long they served, for up to five years of their wages before 
you could end. 

Now, Congress pulled that particular clause out in 1997, when 
they made some changes, and they required Amtrak to negotiate, 
and it changed a little bit, but not a lot in terms of what employees 
would be paid if you ended the service. 

Mr. Latham. Now, looking through your budget, I was actually 
pleased to see that your estimate, $192 million increase in oper- 
ating revenue for Fiscal Year 2010, and you testified about having 
17 straight months of year-over-year ridership growth, which all 
makes it surprising to see that you are estimating an even larger 
net operating loss. If you have increased revenues and increased 
riders, should it not increase profits and reduce losses? 

Mr. Boardman. Let me explain that. Sorry. I did not mean to in- 
terrupt you. I think it is 

Mr. Latham. It is an unusual business model. 
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Mr. Boardman. It is a great question because what we really are 
applying for is the maximum authorized level, is what we are ask- 
ing for. If you look at — and what have we done with the money I 
think is evident in the finances itself. For example, we have re- 
duced the debt of this company down from $4 billion down to less 
than $2 billion. We are not using that money frivolously some- 
where else. 

What you are really seeing is last year I think we were in the 
neighborhood of $434 million that it cost to operate the long-dis- 
tance trains, and that was down over the year before. And those 
dollars were used to reduce our cost for the future, and that is part 
of what we are doing, is we are making sure that we make the in- 
vestments that reduce those costs. 

So what we are really asking for here is the maximum author- 
ized level to make improvements for Amtrak. That is where the 
$616 million really comes from, Mr. Chairman. 

Mr. Latham. So you are saying that — I guess I still do not under- 
stand. What your budget says, you have a larger operating loss. 

Mr. Boardman. We have a 

Mr. Latham. An operating loss. 

Mr. Boardman. We have a request for the maximum authoriza- 
tion of money, and our operating loss is — the operating part of the 
budget is 616. That does not wind up as our operating loss in the 
end. It is whatever we have actually lost on those long distance 
trains. And then you still have those dollars, which we use to make 
sure that we continue to reduce those costs. 

Mr. Latham. But you also have another request for your capital 
account, right? 

Mr. Boardman. Yes, that is correct. 

Mr. Latham. Okay. And it was interesting. I noted in the discus- 
sion about the bus that, yes, they paid tolls. They do not pay for 
infrastructure, at least burning fuel, where they are paying taxes 
into the trust fund. And you have an operating loss primarily 
caused by the longer routes. But that does not apply any of the 
profits in the Northeast Corridor, do not go towards infrastructure 
and capital accounts, do they? 

Mr. Boardman. They do. As a matter of fact, with our purchase 
of the 70 electric locomotives, we are using revenues as the base 
for our debt structure. So we are using the surplus that we have 
available and expect it 

Mr. Latham. Okay. But when you talk about new bridges or 
overpasses or that type of tunnels, maintenance, you are not talk- 
ing about using operating funds. 

Mr. Boardman. No. 

Mr. Latham. Those are capital. 

Mr. Boardman. Those are all capital. 

Mr. Latham. Right. I mean, I think it is clear or should be. Peo- 
ple should be aware that there is a capital account and an oper- 
ating account. 

Mr. Boardman. Yes. 

Mr. Latham. The operating is justifying or paying for a lot of 
other routes that are not as profitable as the Northeast. 
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Mr. Boardman. But we are — if I can just respond. We are oper- 
ating right now on a continuing resolution at the Fiscal Year 2010 
levels. I mean, we 

Mr. Latham. We are aware of that. 

Mr. Boardman. But we also did not start using the dollars that 
we expected for Fiscal Year 2011 because we thought that was irre- 
sponsible. We have been maintaining a spend level that would keep 
us within the Fiscal Year 2010 level. 

Mr. Latham. I thank the gentleman. Mr. Olver. 

Mr. Olver. Well, thank you, Mr. Chairman. The more I hear 
questions asked and the answers and so forth, the less I think I 
know about how Amtrak runs or can run or should run. In fact, 
now you have added the last thing. It leads me to that we are talk- 
ing about a shutdown here in the next few days. What happens in 
your case in a shutdown procedure? I am interested in whether you 
can give us a sense of what your plan is? You must have a plan, 
and does that go into an immediate effect — sort of like a light 
switch being turned off? Or does that go in over several days? Or 
did what you just suggested, is that most of the Fiscal Year 2010 
money, much of the 2011 money provided for in the previous CRs 
has not yet been used, and therefore you have got money that 
would be able to keep you going for some period of time? 

Please explain to me what happens 

Mr. Boardman. We do not keep a zero balance on a regular basis 
because you are going to have potential problems that you are deal- 
ing with, and we always provide and have provided what our finan- 
cial condition is at any one time. We are keeping a close eye on 
what is happening with the potential shutdown. We see ourselves 
being able to operate for an additional month. 

Mr. Olver. For an additional month? 

Mr. Boardman. For an additional month prior to us 

Mr. Olver. And that is so because some reserves have been held 
and carried forward, either from other years or you have not used 
everything that you were allowed? 

Mr. Boardman. Well, it is not reserves from — it could be that we 
have not spent all the money that is in the accounts that we have 
available. And that is really where we are, is what our cash is 
available. And we also, remember, we receive revenue every day. 
We receive revenue every day. And as I said earlier, we get 85 per- 
cent of our operating money from the operations itself So about 75 
percent of it out of the fare box, and the rest of it out of leases that 
we would lease at 30th Street Station or Penn Station and other 
places. 

Mr. Olver. And so those monies, does that mean that you could 
sit with a computer and decide which trains to cut out and keep 
going for two months or three months? 

Mr. Boardman. No. I do not think it is quite that simple. But 
there would be a lot of major changes if that happened. 

Mr. Olver. You would not be the one using the computer. 

Mr. Boardman. I would not. 

Mr. Olver. Yes. Well, okay. So you think you could keep running 
for a month. 

Mr. Boardman. Yes. 
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Mr. Olver. And maybe somewhat longer on the basis of revenues 
coming in. 

Mr. Boardman. So when I ask my finance guy the same ques- 
tion, well, we can run for a month, and maybe a little longer, his 
answer always is, a month. He is pretty definite. 

Mr. Olver. Yes. And at which point does it just all come to a 
stop, at once? 

Mr. Boardman. A month. 

Mr. Olver. Or is there then some — does the Northeast Corridor 
go because it is an operating wash nearly? 

Mr. Boardman. I do not have a month two plan yet. 

Mr. Olver. Ah. Well, it is complicated, in any case. 

Mr. Boardman. But I understand what you are asking. 

Mr. Olver. All right. I will take 

Mr. Boardman. If you actually shut down, we will start planning 
month two. 

Mr. Olver [continuing]. That it is complicated. Look, I do not 
know how long this hearing is going to go on. We have been told 
there might be some votes here going on sometime soon, and I do 
not know what the process is on that. 

Mr. Boardman. I am happy to end any time, sir. 

[Laughter] 

Mr. Olver. I wanted to learn something about the fleet plan. 
You have, as I understand it, across the fleet — and this is a variety 
of different sorts of equipment, but average age of 26 years. I do 
not know how you do an average age because the kind of equip- 
ment that you use is so very different. It is from single cars and 
bilevel cars and electric locomotives and diesel locomotives, and ev- 
erything else along the way. 

What portion of this — where are we on that plan? Are you on a 
plan where you have achieved out of a 20-year the first two years 
or something? How much of this has been done, and how much of 
it is really maintenance and rehabilitation of equipment, and how 
much of it has to be really new equipment? How long can we — how 
do you keep track of that? This is a horrendous job. 

Mr. Boardman. Well, I think one of the things — and I said it re- 
cently at one of the NARP meetings — is, is it not great that — ^be- 
cause there was some criticism of our fleet plan. I said, is it not 
great we have got a fleet plan you can criticize because up until 
February 2010, there was no fleet plan. And are we moving it for- 
ward? We just updated it, and we are in fact moving it 

Mr. Olver. Did you learn a lesson from that in the way the gov- 
ernment operates? Never offer anything that 

Mr. Boardman. Right. 

Mr. Olver [continuing]. Is clearly going to be criticized? 

Mr. Boardman. No. I think you have to offer it, and you have 
to get criticized, because you have to get the job done. And so we 
are doing that. We have a five-year business plan. We have a fleet 
plan. We have offered up a lot of plans, and we are willing to talk 
about those plans. We are moving forward on the replacement of, 
for right now, only the 70 electric locomotives and the 130 long-dis- 
tance single level cars. 

Mr. Olver. They are the oldest. 

Mr. Boardman. They are the 
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Mr. Olver. Not the electric locomotives? 

Mr. Boardman. The conventional electrics are very old. 

Mr. Olver. Very old. 

Mr. Boardman. They tie 

Mr. Olver. How long have they been in use? 

Mr. Boardman. Very high mileage. Some of them back from the 
eighties that — but it was more for those electric locomotives. It was 
really more the mileage, which we really ran into problems with 
and the technology for the future. 

Mr. Olver. Now, ultimately, there comes a point when 

Mr. Boardman. Absolutely. 

Mr. Olver [continuing]. Rehabilitating and maintaining — but if 
you do not maintain, then you are going to — so you must be putting 
a lot of maintenance money in year by year by year. 

Mr. Boardman. It is $250 million a year to overhaul and main- 
tain the fleet. That is what it costs us. That is to keep us going. 

Mr. Olver. Is there a manufacturing base in this country for the 
replacements? Which is a piece of this equipment that is most like- 
ly to be replaced as opposed to making do through repairs? 

Mr. Boardman. The decision was that the electric locomotives 
had to be replaced. The decision was that our 60-year old baggage 
cars and diners needed to be replaced. We have and are still debat- 
ing to some extent some of our superliners, whether they need to 
be replaced or whether they continue to be overhauled. And we 
have had 

Mr. Olver. And do we have the manufacturing base to deal with 
that? Is this something, if we are trying to produce in some 
places 

Mr. Boardman. CAF USA has been awarded the contract for the 
130 single-level cars in Elmira, and that is the beginning of a new 
manufacturing base for single levels. 

Mr. Latham. Okay. The gentleman’s time started late anyway. 
Thank you, Mr. Olver. Mr. LaTourette. 

Mr. LaTourette. Thank you, Mr. Chairman. As you know, I was 
the chairman of the Railroad Subcommittee, and so just indulge me 
for a couple of minutes, just to dispel some of the observations that 
were made. The notion that the freight railroads — and I love the 
freight railroads, and they really need to be strengthened in this 
country. But the notion that they are not the recipients of any sub- 
sidization is not true. 

If you look at the two that operate in my part of the world, CSX 
and Norfolk Southern, both receive title grants in the amount of 
hundreds of millions of dollars. In the case of Norfolk Southern to 
the mouth of the line that goes directly to Norfolk at the seaport — 
and there are a lot of tunnels that were built way back in the 
twenties and the thirties that do not have the capacity to take the 
double stack containers, which make those trains not as quick as 
they could be without that investment. 

And the CSX line goes directly to the port of Baltimore. And 
again, that is hundreds of millions of dollars just in the last year. 
In addition, you correctly point out section 130 of the highway bill 
that has dealt with grade crossing, more for the benefit of the mo- 
toring public than they have for the railroad. Something that I 
could never get you to use, the RIFF program, this is a $35 billion 
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cheap money loan guarantee program for infrastructure improve- 
ments for the railroad system in this country. And the Create pro- 
gram in Chicago is a couple of billions of dollars. They are moving 
freight through the city of Chicago. 

So again, I would go back to the fact that whether you like it or 
not, Amtrak has been on the receiving end of $36 billion since 
1971. I would still say that that pales in comparison to all other 
modes of transportation, including the freight system. 

Now, getting to the — just to take care of Asia and Europe as 
well. I have had the chance to ride every train that moves fast in 
the world because of my previous posting. And when we would 
meet with the transportation officials, I would always ask them, 
you know, is this thing paying for itself. No. And in France, if a 
ticket is 100 bucks, how much of my trip am I actually paying for? 
Thirty percent. The French government subsidizes 70 percent of 
the passenger rail system because they have made a societal choice 
that for trips of 400 miles or less, that is how they want their peo- 
ple to move. 

Now, you can say it is greenhouse gas. You can say it is fuel. You 
can say it is efficiency. You can say whatever you want. But that 
is a choice that the country has made. And for your long distance 
routes that lose money, to my good friend Mario’s questions, I 
mean, the choice is pretty stark. I mean, first of all, you correctly 
point out you would lose $5 billion over the first five years because 
of the structure of the agreements. 

But once you get past that, sure, you could save money on all 
those 15 long distance routes if they ceased to exist after five years. 
But you would not have anybody riding on a train. So if that is 
where the country wants to go, at a price of a billion dollars a year, 
well, okay. Then people with the most votes should be able to op- 
pose that. 

That will never get my support because, I tell you, I think that 
passenger rail needs to exist in this country. It is never going to 
pay for itself That is a fiction. It does not pay for itself anyplace 
in the world. And, you know, if we are going to nickel and dime, 
we waste a lot more money than a billion dollars a year on a lot 
of stuff around here that is not as effective. 

So anyway, so that is my soapbox. Let me ask you about — we 
had a conversation about H.R. 1. And you are aware, I know you 
know, you are not getting $2.22 billion, not out of this Congress, 
this year or next year. So the questions are two. The Administra- 
tion’s decision on the Northeast Corridor Gateway that now lets 
Amtrak participate and put in applications for that $1.3 billion. If 
you were able to access those funds — and those are primarily for 
capital improvements. Those are not for operations. And if this 
Congress were to give you flexibility, so whatever the number is — 
the number is one, two, but you had the flexibility to move between 
capital and operating, what do you think? How much money do you 
need? 

Mr. Boardman. It is an important question, Steve, and I appre- 
ciate it, and I appreciate where you are coming from here. We 
asked for, for example, the 50 million for the Gateway Project in 
both the budget and now also in application. So one of the things 
I asked us to start really looking at here — ^because I understand 
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where our country is. We looked at what could we do from a capital 
standpoint. What do we really need? We need for safety, 350 mil- 
lion bucks in the Northeast Corridor. We need 250 million bucks 
for mechanical overhauls. 

If we are going to continue with ADA, we need 175 million bucks 
if we are going to make a continued commitment, as we have. We 
need 63 million to continue the 130 cars, for the acquisition of the 
130 cars. We think we need to continue our reservation system at 
17 million. We have a labor management system that we are put- 
ting together to get better data. We need about 12 million for that. 
This is all capital. 

Our 30th Street garage has to get fixed. We have got cement fall- 
ing off of it. We need 17 million bucks to make that happen. We 
need 12 million for Chicago Union Station. Can I finish the list 
here? That puts us at a bare bones just about at $900 million. 

Mr. LaTourette. On the capital side. 

Mr. Boardman. On the capital side. On the operating side, where 
we really need to be is $544 million. If that is what happens, we 
will not be able to progress a lot of the other improvements that 
have been detailed in the budget to make future improvements. 

Mr. LaTourette. Okay. Thank you. 

Mr. Latham. Ms. Kaptur. 

Ms. Kaptur. Thank you, Mr. Chairman. I apologize for not being 
here earlier for your testimony, Mr. Boardman. I come from a part 
of America that loves railroads. In fact, we want to invite you the 
last Saturday of April to our Train Day in Toledo. And the way we 
look at the world, is we look sort of toward Mr. LaTourette, out 
there way in the East heading for New York City and Washington, 
and we look West to Chicago. We also look up to Ontario, up in 
Canada. And my questions will relate to our abilities to modernize 
our passenger as well as our freight rail system, which congests in 
our part of the country. And the ability to offer good passenger 
service is constricted by the confluence of the freight and passenger 
on the same system. 

So one of my questions really has to do in this Pittsburgh, Cleve- 
land, Sandusky, Toledo, Chicago corridor, what, to your knowledge, 
are plans? Do you talk with the freight lines? Is there a way of sep- 
arating those as we move toward a more modern transportation for 
America? And my focus really is on the Midwest. You mentioned 
New York in your testimony. You mentioned California. But, you 
know, our part of the country, as far as I can tell, is not specifically 
mentioned. So I have to be a bit of an advocate here. 

As much as we support you for the country and the necessity for 
having modern transportation in passenger and freight, this issue 
of being efficient in passenger is constricted by what is happening 
with the freight using the lines at the same time. It makes for bad 
hours, you know, passenger — ^you know, you are supposed to catch 
the Amtrak train at 3:30 in the morning or something. And that 
is not much fun. And so it makes for — it is not as user friendly as 
it could be for the part of America I live in. That is question one, 
dealing with in terms of Midwestern plans, headed to Chicago, 
headed east out of that Ohio corridor, how can we conceive of a cor- 
ridor plan that would separate those? Are those plans on the draw- 
ing table? 
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Secondly, what are your thoughts toward Canada? I have trav- 
eled Canada VIA many times. And we are not that far from it, and 
we look at the world differently than if you live in New York City 
or San Francisco. And Ontario is our friend. How do you work with 
VIA? How do you work with that whole Great Lakes corridor up 
there in terms of passenger rail? 

And then thirdly, what about the improvements that you have to 
make, the cars and so forth? What percentage of that work is done 
in America versus being imported? As we look toward a more mod- 
ern rail system in this country, how capable are we to make it in 
America? So those are my three questions. 

Mr. Boardman. Thank you. Congresswoman. I understand. I 
have never considered Steve living in the East, but we do not claim 
him as part of New York. 

Mr. Olver. Talking about eastern Ohio. 

Ms. Kaptur. Right, yes. Well, you know, it depends where you 
live. We are out there in — we are in duck country in the west side 
of Ohio. 

Mr. Boardman. I understand. 

Ms. Kaptur. So we — that is where the Toledo Mudhens got its 
name by the way, the little black ducks that crawl around. I do not 
know if Steve has those over in his region of Ohio. But we view 
them as east. 

Mr. LaTourette. We ate all of ours. [Laughter] 

Mr. Boardman. We have been doing a lot of different studies 
that have been required under the PRIIA law, and those did not 
include Toledo. But when you look at where Toledo is and where 
the Ohio piece is, there were some — the 3C corridor, of course, that 
was considered. And those were state initiatives, which is what 
PRIIA really looked for, was state initiatives, to make those things 
happen. 

But there is a connection to Toledo up to the Michigan service, 
of course, that operates to Detroit. And some of those kinds of 
things — and we have had some discussions — I do not think any- 
thing has moved forward yet — on looking at how that might hap- 
pen, at least in a serious way of what the cost would be and those 
kinds of questions, rather more in the spatial way of what does it 
take to get some changes in the kind of a structure that we are 
really looking for along that whole lower Great Lakes area. 

Ms. Kaptur. I guess that is my question. As a city planner by 
training myself, I am interested in the corridors, the connectivity. 
And you are saying that it is sort of on hold right now. 

Mr. Boardman. Well, I will tell you what, better than that. We 
will give you a written response to that because there may be 
something that our planners are doing. I did not prepare myself in 
that area, and I apologize. 

Ms. Kaptur. Okay. That is fine. And have them include the Ca- 
nadian question also with VIA. 

Mr. Boardman. Okay. We will do that. 

Ms. Kaptur. Because we have got some — on the freight side, we 
have got Canadian Northern coming down into our area, for exam- 
ple, and the future is going to be our relationship to Canada. They 
just simply are on the other side of the lake. So we have to think 
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about that. I am just curious on the passenger side how that con- 
nects. 

Mr. Boardman. I will respond to both 

Ms. Kaptur. It does not connect in your end of the state, does 
it, to VIA? Pardon? 

Mr. LaTourette [continuing]. Rail facility — and hopefully going 
to develop that. It has not happened yet because 

Mr. Olver. If I might say so, you need to be careful. You might 
find that there is a train that goes from Detroit to London and 
Hamilton and Buffalo, and completely bypasses the whole south 
side of Lake Erie. 

Mr. Boardman. Thanks for that help, Mr. Olver. [Laughter.] 

Ms. Kaptur. That is what I am concerned about. 

Mr. Olver. They will both be there. 

Mr. Latham. We seem to have gone from ducks to Canada. I am 
not sure why I lost control here, but anyway. [Laughter.] 

Mr. Olver had mentioned earlier about the ADA compliance in 
your budget request, and you listed this in some of your capital 
needs, $175 million for those projects at stations for compliance. Do 
you own those stations? 

Mr. Boardman. In most cases, we do not. It is a complex owner- 
ship structure but we have to meet the requirements even so. 

Mr. Latham. Why do you have to pay for it, and the owners do 
not? 

Mr. Boardman. Because of the — I do not have the — I will get a 
legal answer for you that our legal office will put out. But we were 
required under the ADA law to make sure that all stations were 
compliant with ADA. 

Mr. Latham. They also have to comply with ADA. 

Mr. Boardman. Well, they do. To some extent, I guess they do. 
I will get you an answer. But let me get you a written answer. I 
do not know the 

Mr. Latham. Do you know what it would cost to bring the sta- 
tions that you own into compliance? 

Mr. Boardman. I think most of the stations that — I do not know. 
Let me ask that question. We will look for it and get it back to you. 

Mr. Latham. You stated that you are requesting $50 million in 
funding to begin the Northeast Corridor Next-Gen vision for devel- 
opment of high-speed rail. I guess I have a couple of questions 
about that. Is not the estimate for the Next-Gen rail about $117 
billion? 

Mr. Boardman. Yes. But this is really the Northeast Corridor 
Gateway Project. 

Mr. Latham. So you want $50 million to start a $117 billion 
project. 

Mr. Boardman. No. It has to be independent utility. And what 
we are really running out of in Penn Station in New York, Con- 
gressman, is capacity. There is insufficient capacity to increase the 
demand that is occurring on the corridor. We are going to be locked 
up and unable to really move trains through Penn Station or in- 
crease the number of trains in Penn Station. 

The Northeast Corridor Gateway Project is really about the Por- 
tal Bridge, the tunnels, and the capacity in the Penn Station, Penn 
Station South. 
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Mr. Latham. How much is that? How much is the Gateway? 

Mr. Boardman. We do not know yet the total number. We would 
have to get the financial — that is part of the reason for the $50 mil- 
lion to move it forward. There have been some estimates of the 
total cost used from some of the ARC projects. I do not have it in 
my head. 

Mr. Latham. What is the $50 million going to be used for? 

Mr. Boardman. For moving forward on our engineering and any 
environmental requirements. 

Mr. Latham. You know, we get into a lot of different projects 
around here. But are we getting ahead of ourselves? 

Mr. Boardman. No. 

Mr. Latham. If you do not know what the cost is going to be? 

Mr. Boardman. You never know on a construction cost until you 
get 

Mr. Latham. Up to a point. 

Mr. Boardman. We have, you know, we have the overall largest. 
We do not have what it is 

Mr. Latham. What are they? 

Mr. Boardman [continuing]. Really going to cost us. I do not re- 
member right this minute. If I have it on here somewhere, I would 
pull it up. But I do not know where it is. 

Mr. Latham. I am just, you know — I think someone has to be re- 
sponsible to taxpayers. To have $50 million for an open-ended, we 
do not know what it is going to cost, but we are going to go for- 
ward. This is the first payment on this huge project, and we do not 
know what it is going to — we do not have any idea what it is going 
to cost. 

Mr. Boardman. We know what pieces of it. The Portal Bridge is 
in the billion dollar range of category. You are going to be in the — 
probably a total cost of 12 billion in the end. 

Mr. Latham. It is 8 to 10. 

Mr. Boardman. It is 8 to 10, so it will be 12. 

Mr. Latham. The whole Gateway. 

Mr. Boardman. For the Northeast — for that Gateway Project, is 
$8 to 10 billion. I can get you the — I mean. Chairman, we have 
those numbers. It is my failures in memory, and I do not have a 
staff guy that can hand me that, although I need to get that. 

Mr. Latham. Okay. In your budget, you are saying the project 
will cost 13.5 billion through 2018, with 50 million of that in 2012 
for engineering work. So you just said 8 to 10. 

Mr. Boardman. I said 12. So my memory was better than their 
estimate. 

Mr. Latham. Maybe a billion someplace? I mean, we are talking 
real money here. 

Mr. Boardman. I would have to look at the list. But we are not 
trying to hide anything. 

Mr. Latham. My time has expired. Mr. Giver. 

Mr. Olver. Thank you, Mr. Chairman. This is sort of going to 
be a round of quickies maybe, if I can articulate the questions in 
a quickie way for him. When you get back to these labor issues 
that you had been talking about, this five- or six-year problem that 
was created in legislation in 1971, all the employees who were 
there at that time certainly have now retired, long since retired. 
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But this is a continuous — this was not a grandfathering kind of a 
thing for — that is really quite remarkable. 

Well, maybe it is not remarkable, the way these agreements get 
created. I should never be surprised at what shows up in agree- 
ments that are created long in the past. 

Mr. Boardman. The same thing exists in the transit industry, for 
the bus system, for example, only they call it a 13C there. If you 
begin to shut down a bus system, you have the same requirements 
to pay employees for — depending on how long they have served, for 
the time, their salaries. 

Mr. Olver. Let me ask you then, do you — as I said, it is going 
to be scattergun. Do you own the stations on the trackage where 
you own the tracks? 

Mr. Boardman. Yes. 

Mr. Olver. You do? So that would mean that you do own from 
New Haven to Springfield. You do own from Philadelphia to Har- 
risburg. 

Mr. Boardman. Some of them are owned by the transit system. 

Mr. Olver. By the transit systems 

Mr. Boardman. Yes. 

Mr. Olver [continuing]. That operate out of each station. 

Mr. Boardman. The same place, yes. 

Mr. Olver. Do you run — do you manage SEPTA? Do you run 
those trains? Or does SEPTA have its own operator? 

Mr. Boardman. We dispatch everything. 

Mr. Olver. You dispatch? 

Mr. Boardman. Everything on the corridor, for the most part. 

Mr. Olver. But you are not providing — oh, are you providing the 
whole service for their commuter rail out of 30th Street Station? 

Mr. Boardman. No. They run the trains themselves, but they 
cannot come on the tracks unless we dispatch them. 

Mr. Olver. Okay. You do the dispatching. I am always curious 
at having the dispatching done by someone different from the ones 
who are operating the tracks, and so forth. We have got situations, 
every imaginable situation where 

Mr. Boardman. We operate the tracks and dispatch the — I mean, 
the tracks are Amtrak’s tracks. It is just not their train, and it is 
not their employee. 

Mr. Olver. Okay. So but you then run the program to Harris- 
burg. 

Mr. Boardman. Yes. That is an Amtrak employee, an Amtrak 
train. 

Mr. Olver. On Amtrak trackage. But does their commuter rail 
system go to places like Westchester or Lancaster or Redding? 

Mr. Boardman. I do not know the limits of where they operate 
to, but they do use part of our track. 

Mr. Olver. Part of your track. But they are the operators. 

Mr. Boardman. They are the operators. 

Mr. Olver. Because you are the operator on Redding. 

Mr. Boardman. We are the dispatcher, the maintainer, the 
owner of the track. 

Mr. Olver. In the Detroit situation, which is another conun- 
drum, you own a mess of track in Michigan 

Mr. Boardman. Battle Creek. 
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Mr. Olver [continuing]. Sort of disconnected from any — ^your 
own track in Michigan. 

Mr. Boardman. We own 

Mr. Olver. How are you proceeding? What progress is being 
made on — you have an ARRA grant for something there in Michi- 
gan. Has that been obligated? 

Mr. Boardman. Actually, I think it is Michigan that has the 
ARRA grant themselves. It was really the state had, and we are 
working 

Mr. Olver. Okay. But it is for work on your own trackage. 

Mr. Boardman. No. It is really the part that Norfolk Southern 
owns. And our own trackage, we are improving positive train con- 
trol and improving the speed of those trains to try to get to 110 
miles an hour. 

Mr. Olver. And that is the route that would connect to Toledo 
and on through the South Shore of Lake Erie. 

Mr. Boardman. Well, it could connect to Toledo if you come 
down. It is quite a ways north of Toledo. 

Mr. Olver. Well, it goes into Detroit. But is not the way to — oh, 
no, it would not be. The route from New York to Chicago does not 
go through Detroit? 

Mr. Boardman. No, it does not. 

Mr. Olver. It does not get to Detroit. 

Mr. Boardman. No. 

Mr. Olver. Does that pass through Toledo? 

Mr. Boardman. Yes. 

Mr. Olver. That one goes through Toledo and then to Fort 
Wayne and South Bend and places. 

Mr. Boardman. Yes. 

Mr. Olver. Okay. I am on yellow. You know, up our way, we ac- 
tually have salamander crossings under the highways and under 
the railroad tracks. 

Mr. Latham. Thank you for sharing that. [Laughter.] 

Mr. Womack. 

Mr. Womack. I do not have any further questions. I do appre- 
ciate the gentleman’s testimony this morning. I just want to make 
a comment. And I am a freshman. I recognize that, and I am new 
to this business. But my comment is, I just think it is a shame that 
when economic conditions and economic circumstances might dic- 
tate that business decisions be made regarding an enterprise like 
this, and that we have in place agreements that guarantee certain 
benefits are paid for a series of years, that on a day like today, 
when we are debating shutting down our government, that no such 
agreement exists to pay the people who are defending the freedoms 
that we enjoy. 

I find that to be incredible. And I yield back my time. 

Mr. Latham. I thank the gentleman. Mr. LaTourette. If everyone 
is not aware, we have votes on the floor, and we will try to con- 
clude this hearing before those votes are over. Mr. LaTourette. 

Mr. LaTourette. Thank you. I will be brief. I want to hear more 
about what Ms. Kaptur wants to say about Toledo. I will be brief, 
two quick items. Just as I continue my series of advertisements for 
Amtrak, I would just like the record to reflect that if you go to the 
transportation energy data book, that Amtrak moves its passengers 
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with 20 percent less energy than airlines and 30 percent less en- 
ergy than cars. So all the greenhouse gas people, they can perk up, 
that this is a good use of a billion dollars a year to get this done. 

I just want to bring to your attention, we had Secretary Ray 
LaHood in front of us. And, you know, one of the problems with 
all of these high-speed, high-speed being 110 miles an hour at the 
moment, arrangements with the states is that you do not own a lot 
of track in the places that you want to expand. And the situation 
was brought to my attention dealing with Norfolk Southern in the 
state of North Carolina. And I guess you have some discussions 
going on down there. 

And basically, the observation was that, as I indicated, Norfolk 
Southern has a TIGER grant and some other grants to do some 
work to make that line get to the sea. And there is a proposal, 
some $400 million floating around North Carolina, I guess, to do 
this high-speed rail service. And I think the freight railroads have 
a legitimate concern when it comes to signing some of these agree- 
ments, MOUs, that require the usage of their track, and this is not 
going to be your track; it is their track, and that they are being 
sort of strong-armed into signing things dealing with Amtrak on- 
time performance. And I would just ask — I know as a former ad- 
ministrator of the FRA, you are more than sensitive about it. And 
the Secretary said that would never happen on his watch, and no 
employee of his would ever do such a thing. 

But, you know, the difference between Europe and the United 
States is they do not have any freight rail in Europe. Passenger 
rail just goes wherever it pleases, whenever it pleases. But if you 
are asking to have an MOU agreement to use Norfolk, CSX, UP, 
BNSF, it does not make any difference, they still have their job to 
do. And I would just hope that you would be not complicit through 
the Administration’s headlong rush to make high-speed rail their 
signature transportation issue in a way that damages the contin- 
ued growth and viability of freight rails, and work together rather 
than not. 

Mr. Boardman. Understood. And we are doing that. I think Nor- 
folk Southern are hard bargainers. Once they agree to something, 
they keep their word. 

Mr. LaTourette. They do. And I thank you. 

Mr. Latham. I thank the gentleman. Ms. Kaptur. 

Ms. Kaptur. Thank you, Mr. Chairman. I just wanted to con- 
tinue on my same line of questioning and place on the record that 
I represent the fifth largest rail center in the country. So we are 
within 75 percent of the nation’s population, and the role of rail in 
moving all kinds of cargo on the freight side as well as passengers 
and other items that come on those trains into regions like ours is 
a vital part of our economy. 

All of our freight rails are hiring right now, with the economy 
picking up a bit. And we have massive investment, billions of dol- 
lars in investment in our region in rail. So we look a little different 
maybe than some of the other members maybe on the committee. 
I really would reiterate my interest in meeting with your land and 
service planners in looking forward to take a look at our part of 
the country and the real impediments to increasing passenger rail 
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because of the conflict of freight, and what we do with those ease- 
ments. 

We have to think forward. Also, sir, if you could include in that 
how you look at the Canadian passenger freight confluence with us 
up way at the border where we live. I would be very grateful so 
we could take a look at both passenger and freight in that Great 
Lakes corridor, what is really going on there, what do you own, 
what do you not own. If we want to get passengers from point A — 
in my circumstance, Sandusky, Toledo, to Chicago, or points north, 
whether it be Detroit or Ontario, how those systems interconnect. 
I am very interested in that. 

My other question relates to making the locomotives, the cars, 
parts — we hear a lot about foreign companies really being the 
places that are making the passenger cars. And I am interested in 
what is made in America anymore in the area of rail, or are we 
always depending on foreign imports to satisfy that demand. And 
I might just, you know, let you answer that, but to say you’re in- 
creasing ridership is really impressive, 36 percent since 2000. That 
means your people are working really hard, and we have got an old 
system stressed out. And we want to thank everybody that works 
for Amtrak and tries to give people a really good experience in 
moving around this country. 

So on the question of making it in America, how American are 
we in terms of the repairs you are making, the items that you will 
be procuring, or are we depending on foreign suppliers? 

Mr. Boardman. Well, we are always going to be depending on. 
Congresswoman, foreign suppliers for some things because of the 
way that the economy really works today. Kawasaki bends metal 
in Nebraska, meaning that they begin their build of their cars 
there, primarily the transit industry cars that they build, and they 
are building them. Bombardier builds them in Canada, and we now 
have a U.S. manufacturer of coach in Elmira, New York, by the 
name of USA CAF, which is a Spanish company that came here to 
begin building the 130 cars that we have available. 

The logistics of the rail industry is very difficult in the United 
States for passenger side because of the low level of passenger that 
we really have. There are other industry — there is a rail manufac- 
turer in Harrisburg. There is one in California. There are several 
freight car manufacturers. There is a locomotive, diesel locomotive, 
plant, of course, G.E. in Erie, Pennsylvania, not too far from you, 
and then there is also EMD in Illinois, which is part of Caterpillar 
now. And we have our electric locomotives being built by Siemens 
out on the Sacramento area of the West Coast. 

Ms. Kaptur. Thank you. Thank you very much. And are there 
Buy-American provisions that apply to you as Amtrak? 

Mr. Boardman. We actually have somewhat different provisions, 
but we still look at trying to follow what the policy is of Congress 
and the President. 

Ms. Kaptur. Thank you very much. 

Mr. Latham. I thank the gentlewoman. And I think we are going 
to close the hearing. We have just a few minutes left to make our 
votes on the floor. I want to thank you for your testimony today. 
We have got a lot of challenges before us, obviously. This current 
situation and then long term is going to be very challenging. I will 
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say this. Amtrak will always have a warm spot in my heart. When 
I was dating my wife, she lived in Northeast Colorado, in Brush. 
And I used to get on Amtrak on Friday night at Osceola, Iowa, and 
ride and get off in Fort Morgan about 7 o’clock in the morning to 
visit my wife, my girlfriend at the time; but anyway, fortunately 
my wife today. 

But anyway, there will always be a warm spot there. But I ap- 
preciate your testimony and want to work closely with you in the 
future. 

Mr. Boardman. Thank you. 

Mr. Latham. So thank you, sir. 
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Questions for the Record 
Submitted by Chairman Latham 


Mr. Boardman, you stated that your budget request matches the maximum authorized level, but 
then stated a different amount is needed to operate at a “bare bones” level. Please provide the 
funding levels, by project, program and activity (using the table below as a template) for both 
capital and operating expenses at the “bare bones” level you referred to in your testimony, as 
well as the actual funding levels for fiscal years 2006 and 2008. Further, specify which activities 
in your FY 2012 request you would not fund under this “bare bones” level. 


Program, Project, 
and Activity 

FY 2012 Amtrak 
Request 

“Bare Bones” 

level 

$1,294 Billion 
(FY 2006 level) 

$1,325 billion 
(FY 2008 level) 







NO RESPONSE HAS BEEN RECEIVED BYAMTRAK 
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Questions for Amtrak CEO Boardman 
Submitted by Rep. John Carter 
April 15, 2011 

House THUD Subcommittee Hearing 

1 . According to the Department of Commerce, the travel and tourism sector — 
transportation, lodging, entertainment, meals and associated products used during 
journeys for business and pleasure — ^is a significant component of the U.S. and world 
economy. In the United States, about 8.1 million Americans now work in what 
Commerce has defined as travel- and tourism-related businesses, including 
restaurants, hotels, and the airlines. And, business travel accounts for more than one- 
third of the U.S. domestic market. However, in the administration's "Vision for High 
Speed Rail in America," business travel is not mentioned once. 

How has the Administration's and Amtrak’s high-speed rail strategy focused on the 
business traveler? Has Amtrak quantified a benefit to the business traveler? 


NO RESPONSE HAS BEEN RECEIVED BY AMTRAK 




Wednesday, May 25, 2011. 


OFFICE OF PUBLIC AND INDIAN HOUSING (HUD) FISCAL 
YEAR 2012 BUDGET OVERVIEW 

WITNESS 

SANDRA B. HENRIQUEZ, ASSISTANT SECRETARY FOR THE OFFICE OF 
PUBLIC AND INDIAN HOUSING, U.S. DEPARTMENT OF HOUSING AND 
URBAN DEVELOPMENT (HUD) 

Mr. Latham. Good morning and welcome to our witness. 

Today’s hearing looks at the President’s fiscal year 2012 budget 
request for Public and Indian Housing at HUD. We welcome Sandy 
Henriquez, HUD’s Assistant Secretary for PIH, and we look for- 
ward to your testimony. 

Ms. Henriquez. Thank you, Chairman. 

Mr. Latham. Your office is responsible for some of the most im- 
portant and most challenging functions in the Department. Public 
and Indian housing makes up approximately 56 percent of the 
HUD budget, and your request would grow PIH nearly $3 billion 
from the fiscal year 2008 enacted level. 

Given the fiscal constraints we are faced with, it is not clear how 
the Administration will meet the goal of increasing families and in- 
dividuals served by these accounts without further reforms to the 
programs as they exist today. For far too long, administrations 
from both sides of the aisle have neglected to tackle the manage- 
ment and financial problems both at HUD and at many public 
housing agencies throughout the country. 

Oversight of the PHAs has been far too lax, and sound justifica- 
tion for many of the costs associated with the execution and man- 
agement of these programs has been nonexistent. Given the fiscal 
environment and the billions of dollars spent on these programs, 
this must change. The Administration has had 2 years to engage 
on these issues, and I am interested to see what progress has been 
made. 

The budget for PIH contains several billion dollars worth of 
guesses, assumptions, and wishful thinking. There is never an ap- 
propriate time to budget billions of dollars based on hunches and 
guesswork. HUD can no longer use excuses as to why things can- 
not be run more efficiently and effectively and can no longer rely 
on guessing and estimating to arrive at their needs for renewal fig- 
ures, administrative fee needs, and other important areas of in- 
creasing costs. We need data, and we need it to be sound. 

The b^ottom line in all the PIH programs is simple. When HUD, 
a PHA, or a guarantee mismanages or wastes funding, it is not just 
the taxpayers that lose. It is the resident or the family that relies 
on HUD to provide them with a place to live. The stakes are high 
for these programs, and we owe it to the beneficiaries of this fund- 
ing and the taxpayer to get the programs right. 

( 561 ) 
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Now, I would like to recognize the ranking member, Mr. Olver. 

Mr. Olver. Thank you, Mr. Chairman; and, Sandy, thank you for 
being here. It is a pleasure to have you with us today. Your appear- 
ance comes at an important time. 

While the recession technically ended over a year and a half ago, 
hundreds of thousands of families continue to struggle with the 
burden of underwater mortgages and a weak job market. As the 
Assistant Secretary for the Office of Public and Indian Housing, 
you are in an important position to help families facing foreclosure 
and to make capital investments in housing infrastructure that cre- 
ates jobs. 

I am particularly pleased to see that your fiscal year 2012 budget 
request strongly addresses increased demand for housing assist- 
ance that stems from continuing high unemployment rates and the 
millions of foreclosures in the last 3 years. Specifically, the budget 
provides notable increases for the tenant-based Section 8 program 
and fully funds this housing assistance program. 

Furthermore, the capital investments provided throughout the 
HUD budget, including the Public Housing Capital Fund and the 
Native American Block Grants, create jobs that are vital to sus- 
taining our economic recovery, and I hope you can enlighten us as 
to the categories of such jobs. 

The budget request also provides $250 million for the revitaliza- 
tion of distressed neighborhoods through the Choice Neighborhoods 
proposal. This Subcommittee has long been a proponent of the pro- 
posal’s predecessor, HOPE VI, and I am looking forward to dis- 
cussing with you the recent announcement that six cities have been 
selected for the initial fiscal year 2010 Choice Neighborhoods dem- 
onstration awards. 

Finally, I look forward to discussing your proposal to recapture 
$1 billion in operating funds from public housing authorities, in 
particular how HUD’s recent clarification of eligible operating ac- 
tivities will impact the ability to perform this recapture and how 
this will impact strategies PHAs have employed to leverage these 
funds. 

In closing, it is my view that this budget request allows HUD to 
contribute to our economic recovery. I greatly appreciate your lead- 
ership over the past 2 years and am committed to working with 
you toward our shared goal of providing adequate, affordable hous- 
ing. 

However, I am greatly concerned that the appalling 302(b) alloca- 
tion that was agreed to yesterday by the full committee’s majority 
will counter your efforts. In fact, your office exemplifies the choice 
presented by the allocation, whether to throw low-income tenants 
out on the streets or to defer capital expenditures and allow Fed- 
eral housing investments to deteriorate. In my opinion, neither is 
good for our country. 

Mr. Chairman, I yield back. 

Mr. Latham. I thank the gentleman. 

You didn’t vote for the allocation yesterday? 

Mr. Olver. No, I did not. 

Mr. Latham. Okay. Your full statement will be in the record, but 
if you’d like to summarize, we would appreciate it. Thank you. 

Ms. Henriquez. Thank you very much, Mr. Chairman. 
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Chairman Latham, Ranking Member Olver, and members of the 
Committee, I want to thank you for the opportunity to testify be- 
fore you today regarding the fiscal year 2012 budget of the Office 
of Public and Indian Housing. 

I have submitted longer testimony, as you said, for the record, 
but, today, I want to focus on how our budget protects current resi- 
dents of HUD, houses vulnerable communities, holds public hous- 
ing authorities accountable for the use of taxpayer dollars en- 
trusted to them to benefit those residents, and proposes long-term 
reforms that meet the need for the quality, affordable rental homes 
we need today to win the future. 

Our challenge is clear. Having seen from 2007 to 2009 the larg- 
est increase in the history of HUD’s worst-case housing needs sur- 
vey, it is clear that the recession hit poor families hard. And while 
the median income of American families today is over $50,000 per 
year, for families who live in HUD-assisted housing, it is $10,200 
per year; and more than half of those families have a member who 
is elderly or disabled. Mr. Chairman, these families need to be pro- 
tected, and with this budget they will be protected. 

This budget houses 1.1 million families in public housing and 
provides tenant-based vouchers to another 2.2 million households. 

Additionally, the budget funds programs that will support hous- 
ing and community economic development initiatives in American 
Indian, Alaskan Native, and Native Hawaiian communities. We are 
also requiring housing authorities to contribute to meeting these 
challenges from their excess reserves. In particular, the budget re- 
duces the 2012 funding allocations to public housing authorities 
with excess reserves accumulated from prior year appropriations 
from the Operating Fund. 

We believe that housing authorities should have a prudent level 
of operating reserves, which is why our proposal would draw down 
excess reserves in a targeted way, not across the board. These re- 
serves were set aside so that housing authorities could continue op- 
erating on a rainy day; and, as Secretary Donovan has said before 
in his testimony before this very Committee, that rainy day is now. 
Indeed, Mr. Chairman, this budget holds HUD and our partners 
accountable for the funding we steward on behalf of vulnerable 
residents and communities. 

By including key provisions from the Section 8 Voucher Reform 
Act proposal, this budget now simplifies and streamlines our three 
largest rental assistance programs. It also saves the taxpayer over 
$150 million in the first full year of implementation and over $1 
billion over the next 5. 

In addition to streamlining programs and saving taxpayer funds, 
our budget enhances oversight and accountability among our local 
housing authority partners in some important ways. And while the 
vast majority of our public housing authorities operate very respon- 
sibly and are good public stewards — indeed, 95 percent of our Na- 
tion’s public housing authorities meet or exceed property and pro- 
gram management standards — it is clear that we have more work 
to do. That is why I am announcing today specific new steps that 
HUD has begun to undertake that will add to the transparency of 
our public housing authorities. 
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In late April, we published a notice that HUD will require every 
public housing authority in the country to report to HUD the com- 
pensation packages of their top five paid personnel. 

In addition, while HUD does not have the authority to set com- 
pensation packages for public housing authorities, we will require 
all housing authority boards to undertake and certify that they 
have done comparability analyses before setting their executive di- 
rector’s compensation. 

This is but one part of an on-going effort at HUD to ensure our 
staff, both at Headquarters and in the Field, are not just checking 
a box but engaging in real oversight and technical assistance, col- 
lecting the best data, using state-of-the-art technology, acting 
quickly if trouble arises, and working across sectors and silos to as- 
sess problems, engage local leaders, and to ensure compliance. 
After all, HUD has a zero tolerance for waste, fraud, and abuse; 
and anything less is a disservice to the families who live in the 
homes we provide and to the taxpayers who make it possible. 

Indeed, HUD is focussed on protecting taxpayer dollars and en- 
suring that public housing tenants receive quality housing and the 
services they deserve. Still, Mr. Chairman, the time has come to 
have a larger conversation about how we preserve America’s afford- 
able housing stock in the 21st century. And that is why with our 
proposed budget we have begun to lay out a comprehensive strat- 
egy to place our public and assisted housing stock on a sound, sen- 
sible financial and regulatory footing for the long term and to bet- 
ter serve the families that live there. 

As part of this approach, we are working with the Departments 
of Treasury and Agriculture to enhance the low-income housing tax 
credits which was responsible for about half of all multifamily pro- 
duction in the 1990s. In our budget, we have made a basis boost 
proposal to increase tax credits available to preserve Federally as- 
sisted housing, including public housing. 

We are also launching a demonstration to preserve thousands of 
homes supported by our public housing and the so-called orphan 
programs in our assisted stock, with rents up and moderate rehab. 
We want to work with you to shape that demonstration. 

Our goal is not only to bring new capital to public housing but 
also to bring private sector discipline that extends from the way 
these homes are financed to how these properties are managed. 
And so, Mr. Chairman, this budget isn’t just about spending less. 
It is also about investing smarter and more effectively. It is about 
making hard choices to reduce the deficit and putting in place 
much-needed reforms to hold ourselves accountable to a high 
standard of performance. But, most of all, it is about the results 
we deliver for the vulnerable people in places that depend on us 
the most. That is the goal of this budget proposal. 

And, with that, I look forward to answering your questions. 
Thank you. 

[The information follows:] 
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U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT 
WASHINGTON, DC 20410 


Written Testimony of Sandra B. Henriquez 
Assistant Secretary for the Office of Public and Indian Housing 
U.S. Department of Housing and Urban Development (HUD) 

Hearing before the House Appropriations Subcommittee on Transportation, Housing and 
Urban Development, and Related Agencies 

on 

The Office of Public and Indian Housing’s 
Fiscal Year 2012 Budget Request 

Wednesday, May 25, 2011 

Chairman Latham, Ranking Member Olver, and Members of the Committee, thank you for the 
opportunity to testify today regarding the fiscal year 2012 Budget for the Department of Housing 
and Urban Development’s Office of Public and Indian Housing (PIH). In addition to outlining 
the Department’s key investments on behalf of vulnerable families, I want to describe our work 
to ensure we are holding our public housing authorities accountable for their use of taxpayer 
dollars. In particular, 1 look forward to discussing our work to provide the oversight, tools and 
needed reforms that ensure that public housing residents are receiving the quality housing and 
services they need and deserve. 

1 also want to acknowledge at the outset that the President’s fiscal 2012 Budget was transmitted 
before enactment of the final fiscal year 201 1 Appropriations bill. I am aware that there are 
ongoing bicameral, bipartisan discussions between the Administration and congressional 
leadership on the Nation’s long-term fiscal picture. These conversations, along with the enacted 
fiscal year 201 1 Appropriations, could impact eventual funding levels. Nonetheless, the fiscal 
2012 budget request for PIH reflects the Administration’s policy priorities and remains a good 
starting point for developing funding levels. The Department, and I, look forward to working 
closely with you as the process moves forward. 

Responding to the Housing Crisis 

Much has happened in the two years since HUD submitted its fiscal year 2010 budget. Only 
weeks before, the Bush Administration and Congress had taken dramatic steps to prevent the 
financial meltdown, the nation was losing 753,000 jobs a month, our economy had shed jobs for 
22 straight months and house prices had declined for 30 straight months. 


1 
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Today, an economy that was shrinking is growing again - and instead of rapid job loss, more 
than a million private sector Jobs were created in the last year. 

One contribution that my office has been deeply involved in to support economic recovery has 
been the careful and effective stewardship of $4.5 billion in American Recovery and 
Reinvestment Act (ARRA) funding by public housing authorities and tribally-designated housing 
entities. To date, HUD has obligated 99.8% of its ARRA grant and loan funds and expended 
over 72.5% of this funding - well ahead of the aggressive timelines the Administration set down 
and to which the Vice President has held every Department accountable. Across HUD, these 
funds have led to the development and renovation of over 410,000 homes and saved or created 
nearly 27,000 Jobs in the fourth quarter of 2010 alone. 

But there’s still more work to be done. We all know, Mr. Chairman, that the foreclosure crisis 
and economic recession took its greatest toil on those that were already struggling to make ends 
meet. This was confirmed by HUD’s Worst Case Housing Needs Survey, which we released in 
February. HUD defines “worst case needs” as renters with very low incomes who do not receive 
government housing assistance and who either pay more than half their income for rent, live in 
severely inadequate conditions, or both. The report showed an increase of 20 percent in worst 
case needs renters between 2007 and 2009. This is the largest increase in worst case housing 
needs in the 25 year history of the survey, and caps an increase of 42 percent since 2001 . 

At a time when more than one-third of all American families rent their homes and over 7 million 
of these families spend more than 50 percent of their income on rent, it remains more important 
than ever to provide a sufficient supply of affordable rental homes for low-income families. In 
many communities, affordable rental housing would not exist without public funding, including 
crucial support from HUD. 

Meeting the Challenge 

PIH’s Fiscal Year 2012 budget helps to tackle these challenges head on: by providing quality 
affordable rental housing; by supporting the transformation of neighborhoods of poverty to 
ensure we are not leaving a whole generation of our children behind in our poorest communities; 
by helping to rebuild the national resource that is our federally-assisted public housing stock and 
helping its tenants become part of the mobile, skilled workforce our new global economy 
requires; and by leveraging private sector investments in communities to contribute to the Job 
creation and economic growth we need to out-innovate, out-educate and out-build the rest of the 
world. 

We are also reforming the administrative infrastructure that oversees those programs to increase 
efficiencies and ensure that we are being responsible stewards of taxpayer dollars. The Budget 
includes key provisions from the Section 8 Voucher Reform Act (SEVRA) legislative proposal 
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that would simplify and rationalize the rent setting provisions of our three largest rental 
assistance programs. Representative Waters reintroduced SEVRA (H.R. 1 209) on March 1 7, 
2011. The budget request for Housing Choice Vouchers, Project-Based Rental Assistance, and 
Public Housing reflects a savings of about $ 1 50 million in the first full year of implementation of 
the proposed SEVRA provisions, and these provisions would yield over $1 billion in savings 
over the next half decade. 

Investing in our Future 

The Administration is now focused on ensuring that we continue to make strategic investments 
in our communities while taking responsibility for the deficit. For HUD, that has meant using 
three core principles to develop our budget: 

1 . Continuing to provide critical support for the housing market while bringing private 
capital back into the market; 

2. Protecting current residents - and improving the programs that serve them; and 

3. Proposing no new initiatives - while continuing to invest in initiatives that have been part 
of our budget the last two years and are critical to winning the future. 

As such, PIH’s budget for fiscal year 2012 follows the roadmap the President has laid out for 
keeping America at the forefront of the rapidly changing global economy. Specifically, this 
budget helps America: 

Out-Educate. America cannot out-educate the rest of the world if a lack of quality, affordable 
housing prevents Americans from accessing good schools in safe neighborhoods, or if 
homelessness threatens the schooling of a young child. That is why we propose continued 
investment in the Choice Neighborhoods initiative, which links HUD’s investments in housing to 
education funding provided through the Department of Education’s Promise Neighborhoods 
initiative. 

Out-Innovate. A clean energy economy is vital for America to compete in the new century. 
Through the Recovery Act’s dramatic investments to green America’s housing stock, HUD will 
provide comprehensive energy retrofits that will reduce energy costs for families by as much as 
40 percent in an additional 35,000 public housing units. We will also continue to partner with 
the Department of Energy to leverage weatherization assistance funds for many of these 
properties. 

Out-Build. The President’s focus on repairing our existing infrastructure and building new ways 
to move people, goods and information will not only put people to work now, but also spur 
investments that build a stronger economy. Just as we cannot compete in the new economy if we 
fail to rebuild our highways and transit systems, nor can we ignore the importance of affordable 


3 



568 


housing in communities. For this reason, our budget proposes a Transforming Rental Assistance 
demonstration to preserve and rehabilitate — cost-effectively, and with an emphasis on unlocking 
the power of private capital — some of our most valuable affordable housing assets: America’s 
federally-subsidized public and Section 8 housing stock. 

In addition, beginning in FYIO and continuing in FY 2011, HUD launched the Transformation 
Initiative (TI), which is fundamentally altering how we approach our investments in delivering 
technical and capacity-building assistance, conducting research demonstrations, and maintaining 
and upgrading our IT systems so that we can hold ourselves and our local partners accountable 
for the outcomes needed to achieve the Department’s strategic goals. 

For PIH that has meant using TI funding to examine the current allocation method for Housing 
Choice Voucher (HCV) administrative fees to get a more accurate measure of the cost of the 
program. We are also using TI funds for the Native American Housing Needs study - the first 
such study conducted in over 15 years, and in the development of the Next Generation Voucher 
Management System (NGVMS) which will replace 20-year-old legacy systems and Excel-based 
budget spreadsheets with a solution that establishes uniform processes and a standard set of rules 
and regulations that support all of HUD’s rental assistance programs, adding far greater 
efficiency. 

Meeting the Need for Quality, Affordable Rental Homes 

The results of the Worst Case Housing Needs Survey highlight the historic need to protect the 
most vulnerable Americans harmed by the crisis. To that end, our Budget protects the low- 
income families served by HUD’s core rental assistance programs. As noted, PIH has made 
protecting current recipients of such HUD assistance its top priority. That is why we have 
proposed to fully fund the public housing operating fund and the tenant-based rental assistance 
program. We are confident that these targeted investments will enable HUD programs to 
continue to house 1 . 1 million families in public housing (over 60% elderly and/or disabled); and 
provide tenant-based vouchers to more than 2.2 million households (over 45% elderly and/or 
disabled). 

HUD’s programs represent the single best tool we have to fight Worst Case Housing Needs. 
That’s because extremely low-income families make up 72 percent of HUD-assisted households. 
While the median income of American families today is over $60,000, families who receive 
HUD rental assistance have a median income of $10,200 per year -and more than half are 
elderly or disabled. The extraordinary vulnerability of residents in HUD-assisted programs is 
why we have chosen to protect the funding that houses these families. Indeed, fully 80 percent 
of our proposed budget keeps current residents in their homes and provides basic upkeep to 
public housing while also continuing to serve our most vulnerable populations through our 
homeless programs. 
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This Budget also holds our partners accountable for the funding they have received from HUD 
by requiring that public housing authorities (PHAs) contribute to the fiscal year 2012 budget for 
the Operating Fund from their excess reserves. 

To clarify some misconceptions around the adjustment, the Budget reduces 2012 funding 
allocations to PHAs with excess reserves accumulated from prior year appropriations for the 
Operating Fund. We believe that PHAs should have a prudent level of operating reserves. That 
is why we are taking a targeted approach that will reduce 2012 allocations only to PHAs that 
exceed adequate reserve levels rather than imposing an across-the-board proration. Careful 
analysis by PIH shows that some PHAs have excess reserves in amounts sufficient to justify the 
proposed reduction to the Operating Fund. 

Some believe that HUD is penalizing public housing agencies for good stewardship of their 
funds, but these resources were set aside for the sole purpose of allowing PHAs to continue to 
effectively manage and operate their public housing properties if ever there were a rainy day. 

Mr. Chairman, it is clear that the rainy day is here. 

Getting Back to Basics: Improving Oversight and Accountability for Public Housing Residents 
and American Taxpayers 

But as the Committee knows, Mr. Chairman, meeting the need for quality affordable housing has 
a third essential component. As we’re making tough choices and smart decisions about directing 
HUD investments in FY2012, we’re also focusing on our core mission of providing low-income 
families with greater quality affordable rental housing, and being good stewards of taxpayer 
funds through improved oversight and accountability. That may sound simple, but decades of 
underfunding and operational neglect have had dire consequences for local housing authorities 
and staff dedicated to fulfilling that mission. We have seen that such conditions can result in 
public housing agencies making poor management and fiscal decisions which not only impact 
the physical condition of our properties but most importantly hurt the 3.3 million low-income 
residents that rely on us for providing decent, safe and sanitary homes. In addition, the federal 
workforce responsible for oversight and accountability has been understaffed and under-trained. 

Despite these historic challenges, the vast majority of our public housing authorities operate very 
responsibly, and effectively serve the housing needs of the 3.3 million residents that call public 
housing, or privately-owned housing made affordable with a voucher, their home. In fact, 95% 
of our nation’s PHAs meet or exceed property and program management standards. 

But we must hold HUD, local officials and everyone else involved to the highest standards of 
professionalism. Anything less is a disservice to the residents and taxpayers. Clearly, Mr. 
Chairman, recent revelations that some public housing agencies have abused the public trust 
underscore the need for reform. But in addition to our systematic changes, 1 would also note that 
HUD has responded to these specific revelations quickly and forcefully. 
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In Philadelphia, once HUD learned of allegations of impropriety at the housing authority, we 
took swift action to restore credibility and protect tenants. We’ve acted quickly elsewhere as well 
- in communities like New Orleans, where David Gilmore has made great progress reforming 
the city’s Housing Authority under very difficult circumstances. 

• Nevertheless, HUD is implementing a new approach to ensure that aU PHAs are well 
managed and efficiently managing taxpayer dollars. 

Compensation of Executive Directors 

I can now report that HUD has begun to implement two new steps to add transparency to Public 
Housing Authority compensation packages, ensure good stewardship of taxpayer dollars and 
benefit the interests of the residents we serve: 

• First, we published in the Federal Register on April 26 a notice that HUD will require 
every Public Housing Authority in the country to report to HUD the compensation 
packages of their top five paid personnel. Once we have received 0MB approval and 
amended the Annual Contributions Contract with all PHAs to require that reporting, 
hopefully this summer, HUD will begin posting this information on our website, 
consistent with applicable law. This will serve as a valuable transparency tool and point 
of comparison for local PHA boards and local officials in determining appropriate 
compensation levels. I believe it will also show that the majority of our nation’s 
dedicated and talented pool of PHA leadership is compensated at a reasonable and fair 
level. 

• Second, we have begun steps to require that all PHA boards conduct comparability 
analysis when determining executive director compensation packages, and certify that 
their executive director’s compensation aligns with those of comparable executive level 
officials in their jurisdiction. At the same time that we amend the Annual Contributions 
Contract for all PHAs to require the submission of compensation information for the five 
highest paid employees on an annual basis, we will also amend the ACC to require the 
comparability analysis. 

To be clear, it is not HUD’s legal role to set PHA compensation levels - as these are set locally - 
but we believe that these steps will enable us to ensure good stewardship of taxpayer dollars and 
promote transparency in government, which is a top priority for HUD and this Administration. 

We saw with the Recovery Act how effective transparency can be in ensuring good use of 
government funds. We will continue to work closely with local officials and PHA boards to see 
that this gets done. 
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Enhancing Oversight Responsibilities 

To address the problems of the small percentage of PHAs whose poor performance results in 
“troubled” designation, we have developed cross-cutting PHA Recovery Teams. Based on 
experience under the Recovery Act, these teams include PIH and field personnel, as well as 
members of HUD’s Departmental Enforcement Center, who have specialized financial and 
management expertise. These teams will assess underlying problems, engage local community 
leaders, develop corrective actions, and monitor the PHAs progress toward recovery. Teams 
have already been deployed to 28 sites to conduct initial assessments and another 1 5 
assessments will be underway by June 30'*'. 

Retraining our Workforce 

We are also retraining and reshaping our workforce both here in Washington and out in the field 
to provide: 

• Increased on-sight monitoring and inspections; 

• Improved quality reviews of financial audits and statements; 

• Refined diagnostic tools to track performance goals; and 

• Enhanced governance training for local boards and appointing officials. 

Changing the Role of our Workforce 

In the past, PIH field teams have managed their relationships with our 3,148 public housing 
authorities as if they were technicians charged mainly with providing inspections and compliance 
reviews. Going forward, we will continue to ensure compliance and help our PHAs increase 
their capacity through training and technical assistance but we will also strengthen and reinforce 
HUD’s role as federal regulator to ensure that every taxpayer dollar is used solely to house and 
protect our low-income residents. 

Going forward, field staff will serve as a “portfolio monitors” overseeing a smaller number of 
public housing authorities on average than they do today. This will allow staff to familiarize 
themselves with the total operating environment of each agency, including knowledge of the 
Executive Director and governing board. Portfolio monitors will develop a complete, 
contextual understanding of early warning indicators, request additional information {e.g. 
financials) as needed, and be positioned to decide the level of assistance or intervention that 
might be necessary. 

Collecting Better/More Timely Data 

We are working to conduct more timely and thorough physical inspections of properties and 
more in depth analysis of data submitted by our PHAs. Our goal is to allow HUD to quickly 
identify and intervene when problems are identified. 
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Minimizing Waste, Fraud and Abuse: Zero Tolerance Approach 
HUD relies on local elected appointing officials and the PHA boards to perform due diligence 
and ensure that affordable housing programs are well administered. However, there are 
instances when local Boards fail to carry out their governance and fiduciary responsibility to 
provide proper oversight of their PHAs. 

As a tenured real estate professional, and as a public official, 1 am deeply dismayed when a 
housing authority is found to be malfeasant. And let me be very clear, Mr. Chairman - we have 
zero tolerance for fraud, waste and abuse. 

Secretary Donovan and I expect greater accountability and transparency from public housing 
authorities. We hold HUD, local officials and everyone else involved to a higher standard of 
professionalism. Anything less is a disservice to the residents and taxpayers. 

When HUD suspects or detects malfeasance, the PHA will be referred to the Inspector 
General’s office. Within 30 days, the PIH field staff will perform an assessment to determine 
the causes of the problem and whether the local Board and appointing authority are prepared 
to address the situation. HUD staff will outline the immediate reforms necessary to bring the 
agency back into full compliance. If the Board is unwilling or unable to institute the corrective 
action reforms, we will begin establishing an administrative record and use all available legal 
tools to return the PHA to effective management and require accountability — including 
assigning an administrative receiver and referring individuals for criminal prosecution, where 
necessary - to ensure federal funds are protected and that the residents continue to receive 
quality service. 

To ensure that PHA Board Commissioners understand their responsibilities, PIH has instituted 
nationwide governance training. The training reviews governance, financial recordkeeping 
requirements, the budget process, financial indicator scoring, and annual audits. The goal is to 
ensure that each commissioner understands and can fully perform their governance and 
fiduciary duties. 


Needed Reforms to Preserve our Nation’s Affordable Housing Stock 

Mr. Chairman, all of these issues — the successes of the Recovery Act, the limitations we face in 
the current budget environment, challenges facing some of our PHAs, combined with the 
President’s goal of winning the future — remind us that the time has come to have a larger 
conversation about how we preserve America’s affordable housing stock in the 21st century. 

The preservation of critically needed ‘hard units’ of rental housing in this country is among our 
top priorities, particularly as the number of renter households with severe affordability issues has 
increased significantly in recent years. 
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With our proposed budget, we have begun to lay out a Comprehensive Preservation Strategy 
based on feedback we heard from you, the singular focus of which is to place public and assisted 
housing stocks on a sound, sensible financial and regulatory footing for the long-term and better 
serve the families that live there. 

Our preservation agenda includes regulatory and administrative changes to make it easier for 
owners to preserve HUD-assisted housing as well as creating tools that will put the Department’s 
stock of affordable housing on sound financial and regulatory footing for the long-term. 

The new authorities we are seeking include more flexible income eligibility requirements for the 
Low-Income Housing Tax Credit - which was utilized in about half of all multifamily 
production in the 1 990s - allowing for better coordination and alignment with other federal 
programs administered by HUD and USDA. In this budget, we’ve proposed a limited basis 
boost to increase the tax credits available to preserve federally assisted housing - including 
public housing. 

To this end, the Budget includes a Transfonning Rental Assistance demonstration and rigorous 
evaluation of the conversion of thousands of public and assisted housing units to some form of 
long-term project-based rental assistance contracts that will enable PHAs to leverage private debt 
and equity capital to make repairs. This funding will allow us, working with key stakeholders, to 
develop new preservation tools to help ensure that we protect our affordable rental housing stock 
- some of our most valuable affordable housing assets. 

We estimate that this proposal will leverage private debt and equity capital which would go a 
long way in helping meet the estimated $20-30 billion capital backlog for public housing, ensure 
that existing households are not displaced from HUD-supported housing and support significant 
job creation in communities across the country. 

The demonstration is just one piece of this preservation strategy - and we want to work with you 
to shape it. 

We come to it with an open mind and a willingness to try strategies that weren’t a part of the 
discussion last year. 

We believe this demonstration will represent an important first step toward preserving this 
housing for future generations. 

For owners and tenants alike, this strategy means supporting our communities’ ability to preserve 
affordable homes and new funds to make much-needed repairs. 

It means making it easier to transfer homes at risk of falling out of the affordable housing stock 
to owners with a history of successfully preserving affordable housing. 
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It means that communities will have the new revitalization tools, from private debt to equity 
capital, they need. 

Perhaps most of all, these proposals will not only bring new capital to public housing, but also a 
private sector discipline that extends from the way these homes are financed to how these 
properties are managed. 


Utilize Housing as a Platform for Improving Quality of Life 

As we work to provide all families with quality, affordable homes, HUD also recognizes that 
stable, affordable housing provides an ideal, cost-effective place to deliver healthcare and other 
social services focused on improving life outcomes for individuals and families. And Mr. 
Chairman, our partners in state and local governments, the nonprofit community, and the private 
sector recognize it as well. 

Out-Innovating: Solving Homelessness, Saving the Taxpayer Money 
Nowhere is this clearer than in the successful efforts in communities around the country to 
address homelessness. These efforts have yielded a substantial body of research, which 
demonstrates that providing permanent supportive housing to chronically ill, chronically 
homeless individuals and families not only ends their homelessness, but also yields cost savings 
in public health, criminal justice, and other systems. 

This year, we have made a specific effort to target homeless veterans. Our nation’s Veterans are 
fifty percent more likely than the average American to become homeless. More than 1 1,000 
service members returning from those wars have already been forced to live on the streets or in 
homeless shelters. And more Vietnam-era Veterans remain homeless today than troops who died 
during the war itself Nowhere is our obligation to our citizens, and to those who have defended 
our nation, more important, more visible, or more urgently necessary than in our commitment to 
end homelessness. 

How HUD and the VA Are Partnering to End Veterans Homelessness 
The Homelessness Prevention and Rapid Re-housing Program, or HPRP, created by the 
Recovery Act, has helped local partners prevent or end homelessness for more than 870,000 
people - including about 1 8,000 veterans. And its effects have had an equally innovative impact 
on how the Federal government responds to homelessness - particularly veterans’ homelessness. 

HUD and the Department of Veterans’ Affairs are collaborating on “HUD-VASH,” which 
combines HUD’s Housing Choice Voucher rental assistance with VA’s case management and 
clinical services. This partnership is critical to ending veterans’ homelessness. When President 
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Obama was sworn into office, the program helped less than 1,200 veterans lease properties. One 
of the reasons veterans couldn’t use HUD-VASH vouchers was that they couldn’t provide 
something as simple as a security deposit. 

HPRP helped many veterans overcome these kinds of obstacles to find a home. As of January 
2011. HUD-VASH had accelerated its pace ofhousine veterans bv nearly 20 times - currently 
hel pine more than 20.000 veterans and more than 25.000 veterans overall . 

Out-educating the Rest of the World: Choice Neighborhoods 

The President has made clear that winning the future depends on America winning the race to 
educate our children. But that’s not possible if we are leaving a whole generation of children 
behind in our poorest neighborhoods. That is why the budget also brings federal partnerships to 
connect historically isolated people and neighborhoods to local, regional, and national economies 
by providing a third year of funding for another signature element of the Administration’s place- 
based approach - the Choice Neighborhoods initiative. 

Choice Neighborhoods builds upon the HOPE VI program launched by previous HUD 
Secretaries Jack Kemp and Henry Cisneros and congressional champions like Senators Kit Bond 
and Barbara Mikulski. HOPE VI restored the most severely distressed public housing across 
America and did so while leveraging double the government investment in additional private 
development capital. Choice Neighborhoods will continue transformative mixed-finance 
investments in high-poverty neighborhoods where distressed HUD-assisted public and privately 
owned housing is located. It will bring private capital and mixed-use, mixed income tools to 
transform affordable housing with grants that primarily fund the preservation, rehabilitation and 
transformation of HUD-assisted public and privately-owned multifamily housing. Like HOPE 
VI, it will also engage the private sector and the “third sector” of non-profits, philanthropies and 
community development corporations who have become some of our most sophisticated 
affordable housing developers and important civic institutions. 

Choice Neighborhoods is a central element of the Administration’s inter-agency strategy to 
provide local communities with the tools they need to revitalize neighborhoods of concentrated 
poverty into neighborhoods of opportunity. This strategy requires HUD, the Department of 
Justice, the Department of Education, the Department of Health and Human Services, and other 
agencies to work together, co-investing, and pooling their expertise as part of a focused 
Neighborhood Revitalization Initiative where local actors can seamlessly integrate diverse 
federal funding streams to tackle complex problems. In particular, through partnerships with 
Education’s Promise Neighborhoods initiative. Choice Neighborhoods will help ensure that the 
President’s commitment to out-educating the rest of the world applies to every child in America, 
regardless of their neighborhood or the kind of housing they grow up in. 
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The Department announced the first Choice Neighborhoods Planning Grant awards on March 18. 
We awarded a total of $4 million through 17 grants for cities, nonprofits and PHAs to develop 
their comprehensive Transformation Plans. In addition, 6 finalists for Implementation Grants 
have been named, who will apply for up to a $30.5 million grant under a NOFA posted on March 
22. As a result of this competition, HUD expects to announce 4-5 Implementation Grant 
awardees later this summer. We will be ready to publish a NOFA for Planning Grants with 
FYl 1 funding by early summer. 

Ensuring Native American Communities Can Compete in a 2V‘ Century Global Economy 
The Administration has placed a significant emphasis on ensuring that America’s native and 
rural communities are competitive in the 2P‘ century economy. Rural communities generally 
have less access to public transportation, along with higher poverty rates and inadequate housing. 
This Administration recognizes that residents of Indian Country also face unique challenges 
when it comes to accessing health care, grocery stores, and adult education opportunities, among 
others. 

HUD has requested funding for programs that will support housing and community development 
initiatives in American Indian, Alaska Native, and Native Hawaiian communities. As the single 
largest sources of funding for housing in Indian tribal lands today, HUD initiatives in Indian 
Country continue to provide crucial investments. Programs like Indian Housing Block Grants, 
Indian Home Loan Guarantees, and Indian Community Development Block Grants have proven 
track records in improving communities in remote areas where safe, decent, affordable housing 
is desperately needed. HUD also directly supports housing and infrastructure development and 
homeownership opportunities in the Hawaiian Home Lands through the Native Hawaiian 
Housing Block Grant program and Native Hawaiian Loan Guarantee program. 

HUD also proposes investing in Native Hawaiian Housing Block Grants, which in addition to 
developing homes will fund foreclosure prevention efforts and the promotion of responsible 
homeownership. 

And our commitment goes beyond traditional affordable housing. To support the ability of 
Native American families to become responsible homeowners with market-rate financing, 

HUD’s budget proposes funding for the Section 184 program, which will support families either 
to buy new homes, or upgrade the homes they already own. 

Conclusion 

Mr. Chairman, this Budget reflects our recognition that given the economic moment we are in, 
this isn’t a time to spend more in America’s communities - it’s about investing smarter and 
more effectively. 
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!t’s about making hard choices to reduce the deficit - and putting in place much-needed reforms 
to hold ourselves to a high standard of performance. But most of all, it’s about the results we 
deliver for the vulnerable people and places who depend on us most. Thank you. 
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PHA COMPENSATION FOR PERSONNEL 

Mr. Latham. Thank you very much for your statement. I am 
pleased that you mentioned as far as compensation for the — and 
collecting data for the PHA compensation as long overdue, but I 
still have several concerns. 

Do you believe that the $300,000 a year in compensation, as is 
the case in Philadelphia, is excessive; and should any director 
make more than you do or more than the Secretary does? 

Ms. Henriquez. It is a good question, and there has been a lot 
of debate about that, a lot of discussion about that. 

What I believe is that housing authorities, we have asked them 
to be entrepreneurial. I think that the vast majority of housing au- 
thorities have salary compensation packages that are comparable 
to the amount of work and the lines of business that they do and 
that most boards of HUD 

Mr. Latham. What is comparable? 

Ms. Henriquez. We are asking for comparability studies so that 
a housing authority board, before setting a compensation package 
for its executive director, can look at the size of the organization, 
the amount of money that comes in and gets handled, and what 
does that mean in the local economy and the local job market in 
which that housing authority exists. 

I will say that it is important for us to always remember that 
this is a public sector opportunity. It needs leadership. People need 
to be well-compensated and not overcompensated, and we are look- 
ing to the boards of commissioners and appointing authorities at 
the State and local level to make sure that they have performed 
all of their due diligence to set those rates within that marketplace 
that makes sense for their local communities. 

Mr. Latham. Are you setting guidelines as to these studies of 
comparable — I mean, you could find anything you want to as far 
as a study without any kind of direction. 

Ms. Henriquez. We think that by posting and making available 
comparability studies, also by posting on a HUD Web site the five 
top compensated individuals at a housing authority, brings both ac- 
countability and transparency so boards can see what housing au- 
thorities are paying their executives for similarly sized organiza- 
tions. We believe that that will force more discipline and will help 
boards understand how to right-size their compensation packages. 

Mr. Latham. You know, there is probably the debate as to 
whether it is about compensation or whether it is about public 
service as far as the executive directors. Who are they accountable 
to? Do you have — to their local board or is it accountable to you at 
all? 

Ms. Henriquez. Housing authorities are creatures of State and 
local government, and so the appointing authorities for boards real- 
ly are at the local and State level. Executive directors, therefore, 
are employees of those appointed boards. Because there are Federal 
dollars going into these housing authorities, it is important for our 
oversight to happen, but executive directors are not employees of 
HUD but of their local institution. 

Mr. Latham. But it is our money. 
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Ms. Henriquez. But it is Federal money, which is why the over- 
sight is important. 

Mr. Latham. So you can’t set any caps on it as far as salaries 
at HUD, I guess, unless they are in receivership; is that correct? 

Ms. Henriquez. When they are in — there is two types of receiv- 
ership. And so if they are in receivership, if it is Federal, those are 
set by then the Federal judge or local judge who has that. When 
they are in administrative receivership, it is our responsibility to 
make sure that there is comparability and that we do set those and 
try to figure out what is the best salary for that size housing au- 
thority and its span of control in its jurisdiction. 

Mr. Latham. I am still, I guess, confused. Are there any guide- 
lines as to what is comparable in the Department? 

Ms. Henriquez. HUD does not have specific guidelines because 
we do rely on the due diligence of like local and State appointing 
authorities to do that through their boards. 

Mr. Latham. But we have seen some cases of very, very high 
compensation at the local level, and you are relying on them. 

Ms. Henriquez. I would suggest that the comparability or the 
salaries that are set, in most instances, are because people have 
performed well, that there are merit evaluations. People have been 
in places for quite a while, shepherding and leading an organiza- 
tion quite well, and I would say that with the vast majority of exec- 
utive directors the compensation really does bear out with their 
length of service and their performance evaluation. 

Mr. Latham. Are there any consequences if it is deemed exces- 
sive? 

Ms. Henriquez. By consequences? 

Mr. Latham. From HUD? From anybody? 

Ms. Henriquez. What HUD does, when we find that there are 
problems at a housing authority tied to finances or to governance, 
we do move in, we do make an assessment, we do call into question 
whether or not compensation is what we would call an outlier, it 
is higher than the same sort of peer group by similarly sized agen- 
cies. We will work with housing authorities to try and right-size 
their costs, but 

Mr. Latham. But you have no leverage or no consequences? 

Ms. Henriquez. The executive directors are not our employees. 

Mr. Latham. All right. Thank you very much. 

Mr. Olver. 

PUBLIC HOUSING ASSESSMENTS SYSTEM (PHAS) 

Mr. Olver. Thank you, Mr. Chairman. 

You have gone right to the question of compensation in situa- 
tions. I have not seen any study that shows what those compensa- 
tions may be, but I was going to explore a slightly different pro- 
gram, slightly different aspect here. 

You do have a system that has been in place maybe — I don’t 
know how long, but perhaps you can tell me. How long has the sys- 
tem of public housing assessments, the PHAS system, public hous- 
ing, PHAS, how long has that been in existence? 

Ms. Henriquez. It has had several iterations, but it began in the 
early 1990s. 
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Mr. Olver. In the early ’90s. Has it been recently changed? In 
your tenure, for instance, has it been significantly changed? 

Ms. Henriquez. We are always working to update it so that the 
program and the assessments really speaks to place-based property 
management. 

Mr. Olver. To what? 

Ms. Henriquez. Place-based. We see housing authorities as real 
estate operations, and we are scoring them and assessing them 
based on how they perform in various ways, and that is how they 
get scored in this PHAS system. 

Mr. Olver. Okay. My understanding is that there is a series of 
criteria that include the condition of the properties, the financial 
integrity of the agency, the satisfaction of the residents, the sound- 
ness of the management. 

And this issue of compensation, if you see outlandish kinds of 
compensation situations, there comes a question of the soundness 
of the management maybe. I don’t know. 

So that gets right to the core of what the board governance is. 
And is that merely taken into account peripherally? Because each 
one of those decisions, board decisions in any of these areas that 
might affect the issues that I understand to be part of that assess- 
ment process, each one of those decisions really has an involvement 
of board governance. Is there a way of really looking at board gov- 
ernance in a separate way? Has that been thought of? Have you 
considered doing that? 

Ms. Henriquez. We have considered doing it, but we have not 
considered doing it within the assessment itself. We look at board 
governance as an overarching principle. So what we have done to 
ensure better governance is we have instituted a series of board 
trainings so that boards, although they are local- and State-ap- 
pointed officials, we have a system where we train them in govern- 
ance and financial oversight so they can perform their due dili- 
gence the way they are supposed to. If that all then turns and we 
find there is a problem at a housing authority, we want to make 
sure that that board has been retrained and looking at those issues 
and taking full responsibility and living up to their fiduciary re- 
sponsibility of running that operation and providing policy direc- 
tion and oversight. 

Mr. Olver. How do you think boards would respond to a more 
hands-on effort on your part to get in there, and what incentives 
do they have to change the way they are functioning if you can see 
things that are important that are affecting their performance? 

Ms. Henriquez. What we found typically is that if a board is not 
performing its role satisfactorily, if it is not looking at the finan- 
cials, if it is not looking at issues of governance and how those 
housing authorities under their control operate, that shows other 
problems. When that happens and housing authorities are deemed 
troubled based on our assessment system, the incentive or the dis- 
incentive means that there are funds for which — and competitive 
funds for which they will not score well and not receive. 

The disincentive is that we will be much more hands-on. We will 
insert ourselves in their processes, making sure that policies and 
priorities are in place. We will put them on an improvement pro- 
gram with timetables for performance and move them and judge 
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them and hold them accountable to those timetables for that per- 
formance. 

Failing that, we will then say, enough already. We will move in 
and we will take more concrete steps. 

Again, these are creatures of local governments. We expect that 
those housing authorities or their appointing authorities will do the 
right thing. We expect if boards are not performing that their ap- 
pointing authorities will take action — that is, mayors and town 
managers and governors and so on — and make the changes that 
are required to make sure that that organization gets back on a 
stable financial footing and operates to serve the people who need 
the services provided. 

Mr. Olver. I probably will follow up with this one again. 

Mr. Latham. Okay. Thank you. 

Mr. Womack. 


PHAS COMPENSATION FOR PERSONNEL 

Mr. Womack. Thank you, Mr. Chairman; and thank you. Madam 
Secretary, for being here today. 

I am a little ahead of myself, Mr. Chairman. I have a question 
about another subject, but I want to go back to the discussion of 
compensation. In your personal opinion, do you think 300K is a lit- 
tle bit excessive? I mean, I heard your discussion about how it is 
an entrepreneurial-style board, but, really, do you think it is a lit- 
tle excessive? 

Ms. Henriquez. If I might take liberty to answer that in two 
ways. The first of which is that $300,000 compensation for that 
particular organization, the total operating dollars for that organi- 
zation approximates $1 billion a year all in. If you take that and 
translate that to a non-profit or a for-profit marketplace com- 
parable job, I expect that you could see some similarities. That 
needs to be balanced, however, with the fact that this is a public 
sector job; and so, again, that is why we are looking at the com- 
parability studies. 

The second response I would give you in terms of personal is I 
ran a housing authority for 13 years. It is one of the top 10 largest, 
I guess, in the Nation. 

Mr. Womack. Boston. 

Ms. Henriquez. Boston. And my salary was higher than had 
ever been paid before to executive directors at that housing author- 
ity over time. Did I think it was enough? No. But I thought it was 
in keeping with what we were doing and, again, comparable to 
what was going on in my locality. 

So I think that if we really want good housing professionals to 
lead the largest housing organizations in this Nation, we have to 
pay adequate salaries based on someone’s competencies, their level 
of experience, and so on. That has to be balanced with this is a 
public sector position. We need to be mindful of that at all times, 
and I think we have got to figure out how to balance those things. 

Mr. Womack. I am going to step out on a limb here and assume 
that your present salary today in this public sector job that you 
have is probably significantly less than your earnings in Boston? 

Ms. Henriquez. No, sir. This is an increase for me over what I 
was earning in Boston. 
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Mr. Womack. Wow. Does it trouble you that Philadelphia is a 
$300,000 year job making significantly more than the Assistant 
Secretary? 

Ms. Henriquez. I have to honestly say to you that thought has 
crossed my mind. However, in all honesty, when this offer was 
made, I came to it with my eyes wide open and made a decision 
that this is what I wanted to do, and this was the salary, and with 
this is the salary I would hopefully do my best work at this 
amount. 

Mr. Womack. Well, I can tell you that it more than crosses my 
mind that I think we have somewhat of an imbalance here. And 
with all due respect to the entrepreneurial nature in which the 
boards try to conduct their business, it is a public sector job, and 
we are struggling right now to find savings to put our country back 
on a better fiscal path. 

Was it true that they did buy some pretty expensive designer 
bags for members of the board? 

Ms. Henriquez. Mr. Womack, it is true that those were pur- 
chased. It is not true that Federal funds were used. 

Mr. Womack. Okay. 

Ms. Henriquez. May I, if I might, say to you the following. The 
vast majority of public housing directors in this Nation are com- 
pensated adequately, not overly compensated for the work they do 
every single day. These jobs are 24-hour, 7-day a week jobs. They 
are filled by a cadre of professionals who are committed to the pro- 
grams and the people they serve. These are folks who are out on 
the front lines every single day doing this work, and they are al- 
ways on their own trying to maintain the highest possible stand- 
ards of performance for themselves and for their staffs and play a 
significant role in their communities for affordable housing. 

Mr. Womack. Well, representing an area where we have no 
major public housing authorities, I can assure you that the people 
in my district are more representative of the people you just spoke 
of 

And, with that, I yield back. 

Mr. Latham. Thank you, Mr. Womack. 

Ms. Kaptur. 

Ms. Kaptur. Thank you, Mr. Chairman. Thank you. Madam Sec- 
retary, Mr. Chairman. Thank you for your great work. 

Ms. Henriquez. Thank you. 

Ms. Kaptur. Thank you for your dedication in your life to the 
field of housing for the most vulnerable in our country. I know a 
little bit about what that takes. Thank you. 

Ms. Henriquez. Thank you. 

hud/vash program 

Ms. Kaptur. First, endorsement of your HUD-VASH program 
for our returning vets. You couldn’t do enough there. We have the 
highest rates of suicide in the military now, and we know that 
when folks come home one of the reasons is family life often is just 
imploded by multiple deployments. And when you come home and 
you lose your house, too, it is absolutely devastating. 

Our food banks are filled with so many veterans. I am very upset 
about what is happening across this country. 
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So to the extent you can give us guidance on how we can help 
strengthen your efforts in HUD-VASH, please, this is one Member 
who would try to help you. 

HOUSING FOR MENTALLY ILL 

Number two, I don’t know what percentage of those you have dis- 
cussed in your testimony are mentally ill, but I know from the dis- 
trict that I represent HUD often becomes the place where those 
who are rejected by everyone else fall on your doorstep. I am look- 
ing for ideas to help with housing for the mentally ill and improve 
the programs that we have today, people abandoned by their fami- 
lies, people who wander our communities, people who live under 
bridges. You know the situation. Boston is not immune to this. And 
so I am very interested in the future and how we better house the 
mentally ill. I look at all the programs we have had between HUD 
and HHS over the years, our supported housing programs. I would 
appreciate any backup you could give me on that particular subject. 

FUTURE PRIORITIES 

In your testimony, I love your priorities. In investing in our fu- 
ture you talk about out-educating, out-innovating, and out-building. 
One of the experiences I have had in my own lifetime, and I will 
share it because, as you create initiatives in a very difficult time 
when housing is in such critical condition across our country, I 
think the ability of HUD to link to the Department of Labor is just 
very, very important in areas where we have large concentrations 
of housing, of subsidized housing. What I have discovered in my 
own life is that we need that housing many times because we do 
simply have populations that can’t be housed anywhere else, but, 
also, those communities have been absolutely denuded of any build- 
ing skills. 

And in my own career I have helped to create homemaker pro- 
grams for women, home builder programs involving men, trying to 
plant building skills in people in historically in trades that were 
very discriminatory, and so we have huge parts of communities 
that have no skills because they simply weren’t afforded the oppor- 
tunity to have those skills. 

So as HUD repairs its buildings, as communities try to rebuild 
after this terrible great recession, if there is anything we can do 
through your pro^ams to help engage those who are capable of 
learning skills, building skills, perhaps linking to Habitat for Hu- 
manity, perhaps linking to other programs that exist at the VA — 
HUD is one of the largest holders — and I said this to the Secretary 
yesterday. Secretary Donovan — of abandoned units across this 
country. Why not create a program with Secretary Solis where you 
are identifying vacant units in a community that could ultimately 
be in your inventory, let’s say, initially at least, or in a turnkey- 
type effort where we use unemployed veterans who are returning 
home, leading groups of individuals who might want to learn the 
building skills, linking to our apprenticeship programs, so that we 
plant building skills for the future in places that simply haven’t 
had them? 

So your out-build — I am very interested in this — and your out- 
educate priorities, anything I can do to help there, I see a real, real 
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possibility. And I know Secretary Solis is concerned about the pools 
of unemployed in our communities, including those that I rep- 
resent. Your testimony doesn’t address that directly, but I think 
you have the capability to do that and may be doing it in different 
places in the country. Even if we could platform some experiments 
in that way, I think it could be very helpful to the future. 

Finally, I really like the out-educate, out-innovate. I have always 
viewed — and this is sort of an unusual point of view — but public 
housing authorities as campuses, campuses for learning. And we 
have found it very difficult — although we have made some 
progress — in bringing in financial literacy, as well as GED pro- 
grams and skills training programs. Anything that can be done 
through your authorities, ma’am, to help to educate and to advance 
skills, you have an incredible opportunity there. 

Mr. Chairman, I know I am out of time and 

Mr. Latham. Right. 

Ms. Kaptur. You are on a subject I care very much about. So, 
anyway, if you can get back to me, I would appreciate it; and thank 
you, Mr. Chairman. 

Mr. Latham. Thank you, Ms. Kaptur. 

Judge Carter. 


PHA BOARD COMPENSATION 

Mr. Carter. Thank you, Mr. Chairman. 

Madam Secretary, welcome. 

As some background, I interned as a lawyer for developers oper- 
ating in some cases lower built 22 section 8 housing projects in 
Texas, and the largest housing authority I ever dealt with was San 
Antonio. Most of the housing authorities I dealt with were small. 
I got the impression that most of the housing authorities boards 
didn’t get paid much. 

In listening to this compensation issue — and I don’t think anyone 
can discuss the compensation issue as secondary to a controlling 
authority. Most housing authorities for cities are appointed by the 
city council, and I think once they are appointed they kind of forget 
about them unless they do something to make the newspapers. 

With what happened in California with the famous case of the 
city council getting paid three-quarters of a million dollars and the 
city manager making millions of dollars, people are thinking about 
that right now. And I think that is why this subject has to be of 
interest to us as we look at the situation that we have been dis- 
cussing here today. 

And I don’t know the answer, so I am going to ask a couple of 
questions. I don’t believe that the council, in most instances, does 
a lot of oversight. Like I said, as long as they don’t make the news, 
they don’t look at them. 

Does the board set its own compensation? I mean, once they are 
appointed can they actually — like the city council vote on their own 
compensation. Do they have that authority or do they have to go 
to the city council to get a raise for the board? 

Ms. Henriquez. In all instances that I am aware of, there is no 
compensation for board members who oversee the housing author- 
ity. 
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Mr. Carter. Okay. That is what I thought. So you couldn’t get 
in a situation like they got in California where you pay the city 
manager more, he makes sure that the council gets paid more, and 
then the council gets paid more until you get this escalating dis- 
aster that happened in California. 

Ms. Henriquez. That is correct. The housing authority board is 
a creature of State or local government. And the appointing au- 
thorities are then town managers, mayors, governors, et cetera. 
They are not compensated, but we do expect in all cases that those 
appointing authorities will appoint individuals who are interested 
and committed to the issues around affordable housing in their 
community. 

We also expect that those appointing authorities will continue 
having due diligence and some oversight of the people that they ap- 
point. 

And so when housing authorities find themselves in trouble, we 
look to the fiduciary issues, we look to the governance issues. Be- 
cause somewhere there has been a disconnect. And which is why 
we in our moving forward and we are now focusing more and more 
on board governance and board training on an ongoing basis. We 
want to make sure that we have conversations with appointing offi- 
cials if something is derailed with a board’s performance so that no 
one is off the hook. They can’t appoint for a 3- or 4- or 5-year term 
and look away while other things go awry, and they are still re- 
sponsible for what happens in their community. 

Mr. Carter. I really believe that in managing any number of 
units, HUD is probably more involved than the city council would 
be. If you became aware that there was a compensation issue like 
we are describing, gift giving, which causes raises to happen and 
things like that, would you report that to the cities? Would you ac- 
cept that as part of your duty of oversight from a national govern- 
ment to report that to the cities and say we want to take a look 
at your board? 

Ms. Henriquez. Absolutely. There are a number of issues that 
we would employ to get at issues like that. First, I would hope that 
you understand that these are outliers, that this is not the way 
that normally it happens at housing authorities across this Nation. 
So when we are aware of this problem, I have to tell you, it is ap- 
palling when they happen because it really then blows back and 
taints everybody else who is doing good work at housing authori- 
ties, really being good public stewards, and then you have got a 
problem that seems to get elevated to the national stage, and that 
is unfair to, you know, 99 percent of the housing authorities. 

Mr. Carter. I would agree with that. 

Ms. Henriquez. That having been said, when there is a problem 
that affects all of us, what happens is when we become aware we 
do a couple of things. We send in our own staff to look at the issue, 
and when we believe that there are problems that present that are 
beyond our scope in terms of investigation we turn to the IG and 
ask the IG to go in. They have the subpoena powers and the inves- 
tigatory powers to go look at those situations to really use all of 
their tools and resources to bring a better understanding and to do 
what needs to happen both to provide an understanding of what 
the problem is and its root causes. And if the problems need to go 
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on because there is criminal activity or whatever needs to happen 
in the judicial arena, the IG is prepared to take it there. 

We then come in behind as well at the same time. We have our 
auditors come in. We look at what the financing has been. Some- 
times it calls into question, again, both the fiduciary responsibility 
and the due diligence of those local officials and those appointing 
authorities and those board members to try and act as quickly as 
possible to clean it up, get it on a stable footing. Because, first and 
foremost, we don’t want residents harmed who are living in those 
properties. We don’t want them affected by what would be a bad 
deed by someone who just made a stupid decision. 

Mr. Latham. The gentleman’s time has expired. Thank you, Mr. 
Carter. 

Mr. Price. 


HOPE VI 

Mr. Price. Thank you, Mr. Chairman. 

Secretary Henriquez, let me join in welcoming you to the sub- 
committee, congratulating you on your approaching second anniver- 
sary of your swearing in. 

Ms. Henriquez. Thank you very much. 

Mr. Price. We thank you for your service, and we know that 
your good work in Boston is a prelude to the work you are doing 
now. I am very interested to note that one hallmark of your Boston 
service was your success in redeveloping old public housing devel- 
opments into thriving mixed-income communities via the HOPE VI 
program, which is, as you well know, a unique piece of the HUD 
portfolio, and it has a comprehensive scope that is very desperate 
and needed in a number of our cities. 

My district has made good use of HOPE VI, and I am particu- 
larly mindful of the record of the Raleigh Housing Authority, which 
I am sure you are well acquainted with. The Raleigh Housing Au- 
thority has had two award-winning HOPE VI projects completed on 
budget, on time, a model of the way these things should work. They 
are ready for the third of three absolutely critical projects. 

The question I am going to ask you does have something to do 
with, in this case, an exemplary housing authority trying to get 
itself in as strong a position as possible to undertake this kind of 
work. I want to question your plan that you do articulate in your 
testimony but I think don’t explain, at least to my satisfaction, the 
plan to recapture $1 billion in public housing operating reserves to 
pay for the 2012 Operating Fund. I assume you are going to submit 
a full proposal to the Subcommittee for how that is going to work, 
how that $1 billion will be recaptured — 

Ms. Henriquez. Yes, we have provided some detail already. We 
will do more. 


OPERATING FUND 

Mr. Price. Let me just articulate as briefly as I can some con- 
cerns here and then ask you to respond. 

It strikes me that one measure, but only one measure, of where 
this money might be recaptured is the presence of exorbitant re- 
serves or what appear to the Department to be excessive reserves. 
Clearly, that is something you are going to want to look at, but I 
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would think not all reserves are equal in this respect and certainly 
not all housing authorities are equal in terms of their performance, 
their stewardship, their responsibility. I wonder to what extent you 
are going to consider, for example, whether a public housing au- 
thority receives maximum points on its annual report card. 

Is there some danger here of disincentivizing good behavior, 
disincentivizing fiscal prudence, disincentivizing the prudent accu- 
mulation of reserves for needs that can be anticipated and should 
be anticipated? We need to have these housing authorities man- 
aging their funds carefully, and we don’t want to punish those that 
have done that, have accomplished a prudent accumulation of re- 
serves. 

Is there any danger that recapturing $1 billion would put any 
public housing authorities into troubled status? How would it affect 
their ability or how could it affect their ability to get private loans? 

Your staff has described this to us as a one-time deal, but might 
that one-time deal undermine confidence as to what kind of prece- 
dent it is setting and what kind of capacity these public housing 
authorities might have in the future to pay their bills, to make 
good on their obligations? 

I understand that excessive funds may be present in the case of 
some housing authorities. I realize they are. I realize that those 
can be a sign of bad management as well as good management, bad 
stewardship as well as good stewardship. But I am very uneasy, 
representing in the case of Raleigh an exemplary housing author- 
ity, that this might be applied in a way that punishes good behav- 
ior and really makes life more difficult in the future. 

Ms. Henriquez. Thank you for your question, Mr. Price. 

The issues you raise are issues that we discuss and have dis- 
cussed and continue to discuss with HUD and with industry part- 
ners as well. 

First of all, I believe that every organization, every housing au- 
thority needs to have a minimum of operating reserve in its ac- 
count. And these are not necessarily recaptured, but it is an alloca- 
tion adjustment. But we have looked at the industry, we have 
looked at our colleagues in the multifamily side, we have looked at 
some information from State housing finance agencies about other 
multifamily properties as well. And we have established a 4- or a 
6-month floor of reserves for each housing authority based on their 
size and their operation and their monthly spending patterns as 
taken from their own audited financial statements that they have 
filed with us. 

We then said, no one, no one should go below that floor. You 
need reserves to stabilize your organization if you have an emer- 
gency. If you have some unforeseen circumstances that you need to 
attend to, then you need to have that bit of cushion. It is good, 
sound operating business principles. So that is our beginning and 
underlying premise. 

From there, we looked at 2009 financial statements. We will con- 
tinue to update those numbers as more and more financial state- 
ments come in so we are using the most current information that 
we have on file for a housing authority. 

And so, yes, I have heard the arguments about are we penalizing 
people for prudence. And the issue is that, no, we are not. We are 
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saying that there is — and, in fact, overly reserved housing authori- 
ties lose points on their financial assessment system because they 
are overreserved. And, more to the point, we want those funds used 
in the properties for the purposes for which they are intended. We 
want people to update and upgrade and continue to improve their 
properties, and sitting on them in a bank account is not helpful 
and doesn’t advance the program. 

Mr. Price. Mr. Chairman, I know my time has expired. Let me 
just register one sentence, if I might. 

I really think it is important that this measure not simply be a 
quantitative measure of the size of the reserves but that the overall 
performance of the authority be taken into account and the accu- 
mulation of reserves be placed in that operational context. 

PHA-COMPENSATION FOR PERSONNEL 

Mr. Latham. It is a long sentence. 

Just very briefly go back to the compensation thing, and you said 
like in Philadelphia it is a $1 billion organization. How much do 
you oversee? 

Ms. Henriquez. Well, HUD itself, you mean, to my portfolio? 

Mr. Latham. Your portfolio. 

Ms. Henriquez. About $26 billion or thereabouts. 

Mr. Latham. You don’t make $300,000 a year. Okay. 

Ms. Henriquez. No, Mr. Chairman. I don’t. 

federalized units 

Mr. Latham. Okay. Moving along. 

In your budget request, it identifies the federalization of nearly 
15,000 units of State-owned public housing under the stimulus, or 
the ARRA, as a major cost driver in public housing. Why were they 
federalized? 

Ms. Henriquez. Under the stimulus act, language included that 
housing authorities could bring in units into the Federal portfolio 
if it didn’t exceed its Faircloth limit, which was established a num- 
ber of years ago, and could use this mechanism to infuse and im- 
prove the quality of housing of State-assisted units and then bring 
them into the Federal portfolio. 

Mr. Latham. When you drafted the language in the stimulus, 
was this your intention? 

Ms. Henriquez. I don’t know the answer to that question, sir. I 
was not around. 

Mr. Latham. Because you wrote the language. 

Is there one particular State that stands out as far as out of the 
15,000? 

Ms. Henriquez. That federalized? We brought in units from 
Massachusetts, Connecticut, Wisconsin. The units that came in 
from New York were already under an ACC, and so they were al- 
ready in 

Mr. Latham. How many of the 15 is that in New York? 

Ms. Henriquez. About 11,700 something. 

Mr. Latham. Okay. How much is this going to cost the taxpayers 
from the Federal? 
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Ms. Henriquez. I think our estimate is something around 80 — 
let me take just a moment. We are expecting that it is about $80 
million on an annual basis in operating funds. 

Mr. Latham. Okay. So even though this was in the stimulus, 
which was meant to be one-time spending, this is going to be an 
$80 million ongoing annual need for an appropriation; is that cor- 
rect? 

Ms. Henriquez. That is correct. But, also, I would call your at- 
tention to the fact that these were units that serve the same popu- 
lation that serve vulnerable people. Those units were falling into 
disrepair, and those units would have been lost to affordability vir- 
tually forever. And given the need, both in the worst-case housing 
needs survey in 2009 

Mr. Latham. But isn’t that the State’s responsibility if they own 
those facilities? 

Ms. Henriquez. In the case of a number of those units that came 
into the Federal portfolio. States were not providing any subsidy at 
all to those units. In the case of New York in particular had not 
funded those. Those were already outside and in the Federal port- 
folio, just not being funded, and that is the bulk of the units, of the 
16,000. 

Mr. Latham. But you agree that we will have to appropriate — 
because of the stimulus, which was meant to be one-time spending 
to stimulate the economy, we are going to have an ongoing at least 
$80 million a year expenditure due to language 

Ms. Henriquez. That is correct. 

SECTION 8 administrative FEES 

Mr. Latham. All right. On Section 8 administrative fees, the lack 
of detail in quantitative analysis and how HUD arrives at the re- 
quest for tenant-based administrative fees is really pretty much 
unacceptable. How can you not know how much it costs to admin- 
ister a Section 8 voucher? And, apparently, it is going to take sev- 
eral million dollars and 4 years to study the issue; is that correct? 

Ms. Henriquez. We have a study that is beginning now, and we 
expect preliminary data in 2013 and final data and conclusion in 
2014. 

Mr. Latham. How can you not know how much it costs today? 
We have never looked at what it costs to administer this? 

Ms. Henriquez. I think we look at costs for administration. We 
know what our per unit costs are. What you are asking I think is 
the question about what is the staff cost to actually — from taking 
someone from a waiting list, recertifying their income, inspecting 
their unit, and moving it through the system to a lease up and 
then on an annual basis. 

Mr. Latham. If you don’t know, then how can you justify the 
$200 million increase? 

Ms. Henriquez. What we do know is that 

Mr. Latham. Just curious. 

Ms. Henriquez. What we do know is that housing authorities 
use this money to administer this program to move people more 
quickly from their waiting lists into stable housing that is afford- 
able for them. 
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Mr. Latham. It is a wonderful goal, but there is no basis for your 
request. 

Ms. Henriquez. I think the basis you will see is what happens 
when those funds are not available, and you will see the kind of 
actions that housing authorities will do which will impact nega- 
tively people who need the services. 

Mr. Latham. Okay, I am out of time. 

Mr. Olver. 


GOVERNANCE 

Mr. Olver. I am still back thinking about our governance discus- 
sions, and it seems to me that as I look at the broad nature of the 
areas that go into the public housing assessment system, things 
like physical condition of properties, operating integrity of the 
agency, fiscal integrity, satisfaction of the residents, and solvency 
of management are the sorts of things I would expect would be 
graded on a one-to-five basis, something like one, two, three, four, 
five. It is a pretty general sort of a thing. 

There are some very specific things that I would think would in- 
dicate some really sharp signals of what is likely to be going on in 
housing authorities. If you have a compensation program that has 
somebody who is really an outlier, there are probably others in 
there that are outliers, too, of their own levels and that is obviously 
much more clearly quantifiable. 

The other thing that seems to me that is completely quantifiable 
would be how fast those authorities are getting out the moneys. We 
give two and a half billion dollars — although the T1 number was 
quite a bit lower than that. It was just over $2 billion — to the pub- 
lic housing authorities in the Capital Fund. How quickly that goes 
out. Because that money is intended to improve the lives of people 
there, upgrade their facilities, and create jobs, in essence. The ef- 
fectiveness with which that gets out is also a very much more 
quantifiable thing. You can time that and what is the rate at which 
people are getting those moneys out and into operation. 

So it seems to me to there are sharp signals of what might be 
problems in the governance, whereas the other, broader assessment 
issues are a little bit more vague. 

You can comment on that if you want to at some point, but I just 
wanted to make that comment myself before actually my question. 

TENANT-BASED RENTAL ASSISTANCE 

The Chairman has gone into talking about the tenant-based rent- 
al assistance programs, and I commended you for the President’s 
budget on the tenant-based program, for fully funding it. At the 
same time, I note that if you look at the budgets for the last sev- 
eral years, going back to fiscal ’08 at least, what seems to be hap- 
pening here is that the amount of the tenant-based rental assist- 
ance as a percentage of your section of the PIH, the Public and In- 
dian Housing, and also of HUD’s budget is going up pretty dra- 
matically. It is taking a big jump up, particularly in the final ’ll 
enactment but also in the President’s budget request. 

And so what I am concerned about here is that, in this time of 
constrained fiscal environment, if this is going to continue to hap- 
pen, then what we are doing is crowding out a bunch of other im- 
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portant HUD functions. And I want to ask quickly, what are you 
doing to contain those costs? I think the chairman was playing on 
this one, too. What incentives can HUD create to encourage vouch- 
er holders to pick the most cost-effective housing options? And 
what are you doing at HUD to align the policies, with not allowing 
the growth of these to crowd out other good programs? 

Ms. Henriquez. Thank you for your question. 

There are a number of things that are going on. The program 
does grow. We have made definitive decisions in the 2012 budget 
to protect the existing residents and the relationships we have with 
people who are already being served by our programs, both in pub- 
lic housing and the multifamily program and in the voucher pro- 
gram as well. 

Those are our most important rental assistance programs and we 
serve over 3 million households in those programs, in fact, almost 
four and a half million in all of those programs, and our decision 
was that those people, who are some of our most vulnerable, need 
to be protected and not suffer a possibility of being out on the 
street and not having the services and the affordable housing they 
need. 

In terms of cost containment, however, you are right, that this 
program continues to grow on the voucher program side. And that 
is because as special purpose vouchers, the VASH vouchers and so 
on, are appropriated every single year, they need to be renewed. 
They are leased up, and the money is available for them to lease 
up and operate their first year. 

When it comes time for those to be renewed, then we flip into 
our tenant-based renewal account and need to be taken care of and 
underwritten so that those voucher holders, again, do not fall out 
and not have to give up the affordable houses that they have been 
living in for the years. 

In terms of what we are doing, we are really trying to align 
issues to make some simplification administratively for housing au- 
thorities. So we are saying you don’t have to necessarily — and 
SEVRA contains some of this. You are going to do recertifications 
instead of every single year where there is a fixed income you will 
do it every 3 years. 

In the meantime, we are looking at ways in which affordability 
and how we — you are right — ask housing authorities to figure out 
ways, working with either housing counseling or other services to 
make sure that people are getting appropriate units, appropriately 
sized for their family but not at exorbitant rental costs. And I will 
say in red hot markets, that is a challenge for us to do. 

Mr. Latham. Okay. I thank the gentleman. 

Mr. Olver. Mr. Chairman, could I have one sentence shorter 
than Mr. Price’s? 

Mr. Latham. That would not be difficult. 

Mr. Olver. I have identified by the Secretary’s answer that I, by 
my advocacy, have probably contributed to the problem that I iden- 
tified for the future. 

Mr. Latham. Thank you for that admission. 

And Mr. Womack. 

Mr. Womack. The Chair will be pleased to know that I have one 
more question. 
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Mr. Latham. Okay. 


OPERATING RESERVES 

Mr. Womack. Just one and it’s a brief one. And, Mr. Olver, if I 
need to yield 30 seconds or so to the gentleman, I will be pleased 
to do that. 

In my district, housing authorities obviously are concerned about 
this operating reserve offset recapture. What can I say to my hous- 
ing authorities to assure them that the smaller organizations are 
not unnecessarily affected by recapture and give them some assur- 
ance going forward? 

Ms. Henriquez. I think there are several things that you could 
say that we have been saying. 

One is that every housing authority will not go lower than its 4- 
or 6-month reserve based on its size; and to the extent that there 
are housing authorities that do not have a 4- or 6-month floor, they 
will not be touched at all. They will not contribute in this way. 

We are looking at a targeted approach. We are having conversa- 
tions with the industry. We are having conversations with housing 
authorities. And to the extent that housing authorities are worried, 
they should pick up the phone. They should call us and explain to 
us what is going on, what is in their reserves, and we will walk 
them through a process. We have laid out methodologies, but we 
will also actually walk them through a process that says this is 
what they could expect. We are not looking to harm. 

The other thing I will say is we believe that a targeted approach 
is more equitable. Because an across-the-board haircut, if you will, 
proration would force housing authorities that don’t have the min- 
imum to dip into already declining reserves, and we think that that 
puts them at greater jeopardy because they will not have a cushion 
or a floor, and they will continue to have less and less reserves 
available to them should they have an emergency. 

Mr. Womack. Finally, I would agree. I just think that there are 
some agencies that are probably managed better than others, and 
I certainly don’t want to see anything happen to those people who 
may be penalized unnecessarily, because they have been very, very 
good stewards. 

Ms. Henriquez. Nor do we. We don’t see this as a penalty. We 
just do see this as people have a number of reserves, a number of 
reserve months, and they need to spend it for the purposes for 
which they were intended. 

Mr. Womack. Thank you. I yield back. 

Mr. Latham. I thank the gentleman. 

Judge Carter. 


FEDERALIZED UNITS 

Mr. Carter. Thank you, Mr. Chairman. 

Very quickly, I want to understand how you are going to make 
these people who feel like they have been good stewards of tax 
payer funds feel like they are lifting the load for the people who 
have not been good stewards, and I think that is going to be a real 
challenge on your part. One of the things government doesn’t do 
well is reward good behavior. It does pretty well at punishing bad 
behavior but isn’t so good at regarding good behavior. 
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Another question I have, real quickly. Those units you picked up, 
as the Chairman was talking about, under the stimulus. You made 
the comment that some of them were in disrepair. Is the number 
that the Chairman gave out, does that include rehabbing those 
disrepaired units that you bought from the States or is rehab addi- 
tional spending we are going to have to do? 

Ms. Henriquez. No, the number includes rehabbing those units. 
The stimulus money that went into those units was a requirement 
that they had to expend and bring those units up to code and 
standards so that they were habitable and so the people could live 
well in those units, and so that was a requirement to use stimulus 
dollars to do that. And then the chairman’s issue was, once that 
work had been done, what does that entitle them to in terms of an 
ongoing contribution from the public housing budget? 

Mr. Carter. I just want to get that clear in my mind, I know 
rehabbing is a pretty expensive process because I have done some 
of it. 

Ms. Henriquez. And a lot of housing authorities didn’t just use 
stimulus money and ARRA funds to do that. They leveraged other 
funding. They leveraged low-income tax credits, both 9 and 4 per- 
cent. They did a variety of things to really make sure that the in- 
vestment overall was such that when those units came into the 
Federal portfolio they were not lacking. 

HUD-VASH 

Mr. Carter. Very quickly, I would like to get to the HUD-VASH 
program. There has been indications to some of us that the leasing 
up of the HUD-VASH vouchers has been a little slow in some 
areas and that the vouchers wouldn’t be leased up as quickly as 
possible. This is a program I happen to agree with. What is your 
position on funding for HUD-VASH vouchers? 

Ms. Henriquez. So the slow lease-up initially, the new program 
came into the landscape, and it really required that both housing 
authorities and Veteran Affairs medical centers worked together. 
And it was that we were poised and waiting for medical centers to 
staff up, to do case management, to do the referrals, and to get crit- 
ical numbers of veterans referred to housing authorities so housing 
authorities could do the lease-up. 

Once we cleared that hurdle and worked on those partnerships — 
and it has been really an incredible partnership between VA and 
HUD — once that happened and people started cycling through the 
process, you see that the lease-up rates picked up enormously. We 
have served over 20,000 veterans thus far, and the number is high- 
er for some people who have moved up and moved out and no 
longer need the affordability that the voucher provides. 

We also saw that housing authorities wanted to project base 
those vouchers, to work with developers and other builders and 
nonprofits to actually provide transitional facilities, if you will, so 
they could focus services and case management services at a loca- 
tion, again, to serve veterans more effectively and more efficiently. 

You will see that HUD and VA have developed a tool so that we 
can troubleshoot. We have something on our site where if some 
housing authority or VA is having some issues and their leasing is 
lagging, talking about what their issues are, what are the hurdles 
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and challenges that they have to meet and overcome, and where 
are some best practices with replicability. So we have peer-to-peer 
talking to each other, VAs and housing authorities, again, to con- 
tinue driving the lease-up rates in this program. 

We need to get people housed as quickly as possible for the 
longer term, and so the success rate has dramatically increased 
every single month. It continues to do that. 

A little bit of a hiccup, I guess I would say, given the timing of 
the 2011 appropriation, so housing authorities were being a little 
bit more cautious, making sure that they were able to push these 
numbers out. And now, with that in place, they are continuing to 
move forward, again at a very increasing clip. 

Mr. Carter. Well, the other question was, do you foresee a need 
for expanding this voucher program? 

Ms. Henriquez. Absolutely. Until we eradicate homelessness for 
veterans — it’s a phenomenon I don’t quite understand in this coun- 
try — until we eradicate homelessness for veterans and for families 
and children, these resources are desperately needed. 

Mr. Carter. Thank you. 

INDIAN HOUSING 

Mr. Latham. I thank the gentleman. 

On the subject of Indian housing, and according to information 
provided by the Department, the Indian housing block grant has 
nearly $1 billion of undisbursed funds, money that this Committee 
has appropriated and the Department allocates to tribes through 
the HtJD’s formula. We have heard from tribes and the Depart- 
ment about tremendous housing needs in Indian country. So, I 
mean, just why haven’t the funds been used? What is going on? 

Ms. Henriquez. In general, most tribes get their money, use it 
appropriately, and use it in a timely way, and there are some large 
balances sitting out there, but the vast majority of those tribes ex- 
pend their funds very quickly. Our staff have been working with 
tribes to help them build capacity when we see that they have slow 
expenditure rates; and we are doing capacity building, training 
about planning and execution as well, and trying to provide that 
technical assistance. 

When problems are discovered, slow spending rates during moni- 
toring reviews, for example, we are providing sort of almost day- 
to-day technical assistance to help people understand what they 
are supposed to do. 

There is no statutory requirement, however, for expenditures. We 
are pushing always to get tribes to obligate as quickly as possible, 
but when you are building infrastructure, which is what a lot of 
these funds go for and for housing, you need the infrastructure 
first. And so sometimes that contributes to what seems to be — 
which may appear to be the lag in spending. Once infrastructure 
is in place — roads, electricity, water, and sewer — then you will see 
that those expenditures actually do accelerate. Money gets out the 
door. 

We will continue to push this issue. We will continue to work 
with tribes to make sure that they are reporting all of their dollars 
being obligated and expended so we get a fuller picture and more 
timely picture of those applications. 
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Mr. Latham. Apparently, the Navajo authority has about a half 
a billion dollars sitting there. That is about five times more than 
what they get annually. Can you explain that? 

Ms. Henriquez. Having had a meeting with Navajo in 2010, and 
I ran through the numbers with them personally and spent a sig- 
nificant portion of time talking with them about the issues, not just 
with staff but with council members, tribal council members who 
were there, and for Navajo, 270-some thousand square miles of 
land, trying to figure out with them both the issue of capacity and 
size and planning and the planning of how they are going to do 
communities, how they are going to spend that money, getting it 
out the door. That number of unexpended balances has come down. 
It will continue to come down, but we need to do more. 

Mr. Latham. The half a billion dollars is not correct? 

Ms. Henriquez. Well, as of May 24, their undisbursed funds was 
$393 million, still a considerable amount of money. I am not trying 
to hedge that at all. And our southwest ONAP office continues to 
work with them, both with staff and tribal members to make sure 
that money gets expended, making sure there are plans for that 
and how do 

Mr. Latham. What is their plan? 

Ms. Henriquez. There are housing developments planned, ex- 
pansions of some. In fact, the conversation I had with them last 
year was building another 100 units to an already existing 174 at 
a location, but it was building remaining infrastructure before they 
could site the houses. It is a capacity issue, and we need to provide 
the technical assistance, and we will continue to do that with them. 

Mr. Latham. Is someone’s phone on back here? Okay. 

Why don’t I go to Mr. Olver, and then I will have one more ques- 
tion after that. 

Mr. Olver. Well, now you have really opened Pandora’s box, but 
I am not going to take the bait on this one, except to say that there 
is desperate need on Indian reservations. And the question of 
building capacity, I don’t know how you do that exactly. I have no 
true idea how to do that. Maybe you do have some idea how to do 
that, but the housing is just awful in many places and there is 
great need. 

CHOICE neighborhoods/hope VI 

So I wanted to talk about Choice Neighborhoods and HOPE VI. 
You had in the 2010 budget $200 million, and that was divvied, al- 
lowing for — since HOPE VI has been in place for many years, al- 
though it is not actually one in the usual authorization scheme of 
5- or 6-year authorizations, it has sort of been running as an au- 
thorization as year by year by the fact that we have appropriated 
it. 

Choice Neighborhoods is also unauthorized. It has not ever been 
authorized. We included it as a demonstration project in the 2010 
budget and allowed a maximum of $65 million to be used for our 
Choice Neighborhoods. Then in the 2011 budget we have allowed 
the demonstration project to continue in the 2011 budget. 

A NOFA went out on the 2010 amount for the HOPE VI, and 
since the Administration’s interest was very strong in Choice 
Neighborhoods, you certainly didn’t use any of the $65 million 
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available there to pay for the NOFA. The NOFA comes back with 
announcements just made, and I am grateful that you have done 
a couple of communities that are under a hundred thousand. They 
are Patterson, New Jersey, and Taunton, Massachusetts, deserving 
communities. And it is always good to me, because I represent 
smaller communities, to see smaller cities get some of the benefit 
out of a program like HOPE VI. 

The NOFA comes back and the awards have been made and that 
comes to $152 million. Now, how do you get the $152 million out 
of the 2010 moneys, or don’t you? 

Ms. Henriquez. We get the $152 million out of the 2010 and the 
2011 money. 

Mr. Olver. The NOFA did not — well, okay. All right. I accept 
that. 

Now, how much then do you still have to do the demonstration 
or continued demonstration of Choice Neighborhoods? 

Ms. Henriquez. We have the $65 million implementation grants 
in the 2010, and we have a similar amount for 2011. 

Mr. Olver. All right. Now where is the other $18 million? Has 
that allowed for the difference between the $170 million, using 
your calculus, which the $100 million for 2011 is going to be di- 
vided at 35 for HOPE VI and that supposedly could give you part 
of the money that allowed you to go above 135 from the 2010 mon- 
eys. So what is the $18 million? Is that 

Ms. Henriquez. Sir, there is some money for planning grants, 
which we gave out, so that housing authorities and assisted rental 
properties that weren’t ready for an implementation grant but 
wanted to plan for the future so they have gotten planning grants 
out 

Mr. Olver. How much was used for planning grants? How much 
is allowed for administration in this whole program? Do you have 
a sense? 

Ms. Henriquez. Let me get the numbers for you. Just a moment. 
choice neighborhoods funding 

Mr. Olver. I don’t mean to put you on the spot. I think I should 
ask for sort of an explanation at a different time. 

But what I do sense from the way you have answered, Sandy, 
that the 65 has been protected for Choice Neighborhood grants. 
Some of the planning grants were planning grants for moneys that 
have been expended for the planning of the Choice Neighborhood 
group, in essence, and all the administration is coming out of the 
side which is HOPE VI. This committee has supported the HOPE 
VI program over quite a long period of years. Whether it is going 
to continue I can’t tell you. But I realize you have asked each of 
the last 2 years for only Choice Neighborhoods. We refused to give 
that, meaning only Choice Neighborhoods, in the 2010 bill and also 
in the 2011 bill. And here, of course, again you are asking only for 
Choice Neighborhoods now. 

Do you stick by that, that all you want is Choice Neighborhoods? 
And why is that? What is the difference? The size of the grants are 
roughly the same. What is the real difference between the two that 
makes that the only thing that should go forward? 

Ms. Henriquez. It is a good question. 
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We are asking for Choice Neighborhoods funding because in the 
Choice Neighborhoods program housing authorities, as well as 
other rental assistance properties, can the lead and the appli- 
cant. And so housing authorities continue to have access to that 
money. 

What we found in the past through the success of HOPE VI is 
that a lot of properties got redeveloped, but the surrounding com- 
munity remained the same. So Choice Neighborhoods really seeks 
to improve upon the theme, re-doing within the public housing foot- 
print and then also neighboring, distressed sister properties that 
may need significant renovation and income leveraging and mixed 
finance leveraging as well and to build out into the greater commu- 
nities so that there is greater success, greater change. And that in- 
corporates our ability then to use money with our other Federal 
partners — Departments of Labor, Health, and Human Services, De- 
partment of Education — aligning the Promise Neighborhoods grant 
moneys as well with these communities. 

So using Federal dollars and Federal resources to make a greater 
change to promote greater communities of opportunity as we revi- 
talize distressed neighborhoods. 

Mr. Olver. Well, I guess if you are just about to be done, I recog- 
nize what you have said there, but then we still have pockets in 
communities of really serious blight, and we are not going up in 
the number of dollars. And the ending product of your Choice 
Neighborhoods is probably going to be total numbers of dollars that 
are not significantly greater than the amount — the number of dol- 
lars not greatly increased from the number of dollars in the HOPE 
VI programs to do all these other things. And we are still in this 
situation where we have serious, quite contained pockets in com- 
munities that have used the HOPE VI programs in the past. That 
is all. 

Mr. Latham. Thank you for that very brief 

Mr. Olver. Thank you very much for your testimony today. 

INDIAN HOUSING FUNDS 

Mr. Latham. I just actually have a couple. 

Going back to the Indian excess funds that are there, the surplus 
funds appear. Do they actually have control of that money that is 
in a savings account or CD someplace that they are earning inter- 
est from or do we know? Do we have any idea where the money 
is actually sitting? 

Ms. Henriquez. The money sits in what is called the LOCCS 
which is the system of drawdowns. So it sits within the HUD Chief 
Financial Officer’s purview, if you will, or at the Treasury. And it 
means that it is not out there in someone else’s bank account, but, 
again, we still need to make sure that they pull down that money 
appropriately in a more timely way. 

Mr. Latham. Does it generate any revenue while it is sitting 
there? 

Ms. Henriquez. If it does, it does that for the Federal Govern- 
ment. It is in the Federal Government’s control. 
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SECTION 8 RESERVES 

Mr. Latham. Okay. Your budget proposes an offset of $1 billion, 
and we talked about, from the Public Housing Operating Fund; and 
Secretary Donovan informed us earlier that there was over $1 bil- 
lion in excess in Section 8 reserves. Why propose the offset from 
public housing but not from Section 8 and how much is currently 
available in excess reserves in the voucher program? 

Ms. Henriquez. You might recall that in a number of years past 
there were two offsets in the net restricted assets or in the Section 
8 account because that number was seen as growing and Congress 
deemed it appropriate in two tranches to resize and reallocate that 
funding. 

What is left in those balances, a little over a billion dollars, is 
what is the reserve, if you will, for 2.2 million vouchers. So it is 
a $1 billion, maybe a little bit more, $1.2 billion reserve for a al- 
most $20 billion program all in. So the amount of the reserve is 
really quite little. It is 3 to 4 weeks worth of a reserve in a pro- 
gram that has significant size. That is a minimum I think that is 
an appropriate amount. 

I think that housing authorities would contend it is still too slim, 
given potentially in some communities the cost per unit and if they 
are really striving to maximize the number of people that they 
serve in their communities might be a little too lean. But that is 
where that number is, and we think that is an appropriate num- 
ber. 


PERFORMANCE CRITERIA 

Mr. Latham. Okay. When the Secretary was here, just talking 
about management of the PIH, he said HUD’s performance criteria 
weren’t connected enough to the goals of the Department as far as 
any basis of — when we talked about 97 percent of the people at 
HUD got bonuses last year. I asked him, what do you have to do 
not to get a bonus? 

Ms. Henriquez. I remember that question. 

Mr. Latham. Anyway. However, he stated that HUD had made 
substantial changes. I am just interested to hear from you what 
changes have you made as far as administrative ideas and manage- 
ment. 

Ms. Henriquez. There are a number of things. Thank you for the 
question. 

Mr. Latham. You are welcome. 

Ms. Henriquez. There are a number of things that have hap- 
pened. 

Number one, we have worked very hard to put our strategic plan 
together. We have put our goals together. That has really cascaded 
down to all of the employees and all of the field offices. And per- 
formance standards are in, and we are not counting widgets and 
how many checklists did you perform, did you really accomplish. It 
is really what piece of work did you perform to further the strategic 
goal? Are we having net occupancy gains in our voucher program 
and our public housing program? Very tangible, translatable goals, 
number one. 
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Number two, holding people accountable to perform against those 
measures and really thinking as a management team and a super- 
visory team of what it means to be outstanding, what it means to 
be excellent, and what it means to be fully successful, and to really 
think about on balance what is outstanding. Because we expect 
that everybody will be fully successful, we expect people to do their 
jobs and to do their jobs well. But we do know that there will be 
people who will go above and beyond because that is how they 
work, and those people need to be recognized, and we want to 
incent them to do so and to do that. We can’t make everybody out- 
standing. It is just an impossible task. 

We are holding people accountable in a level of different ways, 
whether they are bringing in their budgets in on time, whether 
they are turning information around, what they are doing and per- 
forming on customer service. We are having constant discussions 
with employees about their performance, where it is good and 
where it is not. That step-up in communications I believe has really 
led more employees to understand the expectation and to perform 
to those expectations more and more and better and better. 

So I think you will see over time we have said we need to con- 
tinue to reward excellence and outstanding performance, but it is 
not an easy one to get these days. It is like a university grading 
on the curve and you have to change the culture, set expectations, 
and then hold people accountable to those expectations as they 
have changed. We are doing all of that work, including training 
and retraining staff so that they have better skill sets, can perform 
better in the marketplace, whether it is at HUD or they decide to 
take those skills elsewhere in the Federal Government or outside 
of the Federal Government. 

Mr. Latham. Okay. Mr. Olver, did you have anything else? 

Okay. All right. Thank you very much for your testimony. You 
have a very big job, and comparatively you don’t get paid enough. 

Ms. Henriquez. We will talk. 

Mr. Latham. But I really do appreciate it. Thank you and you 
really you do a tremendous job. Thank you so much. 

Hearing is adjourned. 
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NHTSA 

21 

20 

22 

NTSB 

1 

1 

1 

PHMSA 

3 

3 

3 

RITA 

0 

0 

0 

SLSDC 

0 

0 

0 

STB 

3 

3 

3 

IHiTiTlKTIHH 

264 

248 

275 


The FTEs associated with the Office of the Secretary relate to Departmentwide work, including 
financial statement and information technology security projects. 

FTEs associated with the Fetteral Railroad Administration include audit wtffk of Amtrak. 
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2. Hease provide ■ listing aU new positi<»s requested in fiscal year 2012, 
showing the position tide, grade lev^ salary, organizational component, and 
basic description the position responsibilities. 

RESPONSE: 

There are no new positicHis requested when compared to the FY 2011 President’s 
budget request. However, since the actual FY 2011 appro(Hiation funded our 
office at the FY 2010 level (less a . 2 % rescissicm), our FY 2012 request represmts 
a difference of 43 positions when compared to the level we are currently able to 
support at the actual FY 2011 enacted amount. 

Retaining these positions, which consist of Auditors, Management and Program 
Analysts, and Investigators at various grade levels, will enable us to continue to 
addrras requests from Ccmgtess, the Office of the Secretary and the Office of 
Management and Budget, lliey will also better enable us to address our enhanced 
oversight responsibilities as well as key issues and vulnerabilities identified in emr 
24-month tactical audit plan and investigative priorities, which we otherwise 
would have to cancel or postpone. 


3. Hease provide the number eS authorized FTE for fiscal year 2012. 
RESPONSE: 

The number of FTEs requested in the FY 2012 President's Budget is 471 which is 
comprised of an estimated 436 FTEs funded via OIG's annual appropriation and 
35 funded via the ARRA of 2009. 


4. Hease provide an estimate for the number of FTE that the OIG anticipates 
hiring to support high speed rail programs. 

RESPONSE: 

We do not anticipate hiring any additional FTE to review high speed rail 
programs. We are currently utilizing staff from our Office of Rail, Maritime, and 
EcoiKnnic Analysis to perform sevoal high speed rail audits. This office is 
responsible for all reviews pertaining to the Passenger Rail Investment and 
Improvement Act, as well as rail safety issues, the causes of Amtrak delays, 
Amtrak’s S-Year Financial Plan and annual budget, and semiannual reports cm 
Amtrak’ s savings from opnational reforms and financial performance. 


5. mease provide a table showing tiie staff in the immediate office of the 
inspector general. The table should include information on each employee, 
including position, grade, and annual salary. 
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RESPONSE: 

In aiMition to die Inspector Genend, die list below contains information on ea<^ 
employee who n^Knts directly to the Inspet^r General. 





Grade 


Calvin L. Scovel IE 


IG-0301 00 

$170,259 

Ann Calvaiesi Barr 


ES-0511-00 

$176,MK) 

Maria T. Stuniiolo 

1 Executive Assistant j 

wimmmm 

$129,758 


FIELD OFFICES 


6 . nease provMe a table skowing the location of Mdi of your field trfficea and 
the number of staff in each for fiscal year 2010, 2011 and induded in year 
fiscal year 2012 request 


RESPONSE: 


FIELD OFFICE 



FY2012FTE 





Audit Offices: 








Atlanta, G A 

|^H[||g3|||||||||| 


20 

Baltimore, MD 

15 

15 

15 

Cambridge, MA 

5 

5 

5 

Ft Worth, TX 

14 

14 

14 

New York, NY 

12 

12 

12 

Oklahoma City, OK 

3 

3 

3 

San Francisco, CA 

15 

15 

15 

Seatde, WA 

14 

14 

14 













Atianta, GA 

10 

IHBEEHU 

10 

Cambridge, MA 

9 

9 

9 

Cerritos, CA 

7 

7 

7 

Chicago. !L 

16 

16 

16 

Ft. Wordi, TX 

10 

10 

10 

King of Prussia, PA 

5 

5 

5 

Lakewood, CO 

4 

4 

3 

New York, NY 

9 

9 

9 

San Francisco, CA 

8 

8 

8 

Seatde, WA 

5 

5 

5 

Sunrise, FL 

7 

7 

7 


Washington, E)C (Field) 


10 


10 


10 
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INTERNAL BUDGET REQUEST 


7. What was your fiscal year 2012 budget request to the Office of the Secretary, 
and what was their submissitHi to the Office of Management and Budget? 

RESPONSE: 

OIG's fiscal year 2012 budget request to the Office of the Secretary was $92.2 
million in support of 471 FI^ (including 35 ARRA FTEs), and their submission 
to the Office of Management and Budget was $92,334 million in support of 471 
FTEs (including 35 ARRA FTEs). 


ATTRITION RATES 


8. Please provide data on attrition rates by providing data for fiscal y«uo 2005 
through 2010 and thus far in 2011. 


RESrciNSE: 


Fiscal Year 

Attrition Rate 

2005 

15.0% 

2006 

12.8% 

2007 

13.8% 

2008 

11.4% 

2009 

9.5% 

2010 

11.1% 

2011 to date 

7.5% 


IG OPERATING COSTS 


9. Hease provide data on office-wide operating costs by providing data for 
fiscal years 204ffi through 2011. 

RESPONSE: 


OIG OPERATING COSTS 
($ 000 ) 

FY2008 FY2009 FY2010 FY2011 
Actual Actual Actual Enacted 

Travel/Transportation of Persons 2,056 1,888 1,928 2,163 
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GSACars 

Tnmspoitation of Things 
TOTAL TRAVEL/ 
TRANSPORTATION 

Office Space - Other than GS A 
GSA Rent 

FPS Scoirity Charges 
Local Phone 
FTS 

Bli^M^enies/Pagers/ Mobile ITiones 
Fedex/Matl 

TOTAL RENT, COMM, and 
unLims 

PRINTING/REPRODUCTION 

ADVISORY and ASSISTANCE 
SERVICES 

Training 

Administrative Support (Field) 

FAA Accounting/DELPHI Support 
Payroll/Personnel Systems 
Health and Counseling 
DOJ JUST Services 
IG Training Academy/FLETC 

Maintotiancc - 
Equipment/Building/ADP 

Woricing Capital Fund 

Other Services (Federal agency 
provided) 

Other Services (commercial) 

TOTAL CONTRACTUAL 
SERVICES 


642 

634 

662 

650 

4 

3 

5 

3 

2,702 

2,525 

2,595 

2,816 

202 

210 

224 

235 

4,273 

4,695 

5,054 

5,275 

181 

203 

220 

226 

211 

127 

240 

190 

280 

285 

157 

290 

177 

175 

181 

130 

44 

32 

59 

40 

5,368 

5,727 

6,135 

6,386 

2 

1 

1 

5 


280 

470 

728 

650 

520 

470 

665 

725 

30 

28 

45 

30 

601 

608 

613 

614 

197 

203 

189 

190 

69 

43 

49 

55 

15 

11 

14 

12 

0 

30 

11 

0 

429 

515 

841 

715 

3,080 

3,169 

3,549 

3,562 

1,061 

1,758 

753 

899 

4,348 

3,461 

3,519 

4,251 

1030 

10,296 

1038 

11,053 

285 

339 

290 

335 


SUPPLIES AND MATERIALS 
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FURNITURE AND EQUIPMENT 

714 

1,155 

1,245 

775 

INSURANCE CLAEVffi AND 
INDEMNITIES 

133 

24 

53 

100 

CONFIDENTIAL FUNDS 

6 

4 

0 

10 

TOTAL OPERATING CIKIE 

19,840 

20,541 

21,295 

22,130 


GSA RENTAL C(»TS 

10. Flease update the data on GSA rental costs by providing data for fiscal years 
2009 through 2012. 

RESPONSE; 

OIG’s GSA Rent For FYs 2009 - 2012 


Location 

■ESmBI 

FY2010 

Actnal 

FY2011 

Reanested 

FY2012 

Requested 




illlllillHHHIli 

mmmm 


$2,786,747 

$3,001,990 

$3,146,991 

$3,199,067 

Washington, DC 409 
3"* Street 

$2K172 

$399,259 

$407,071 

$385,699 

Atlanta. GA 

$232,866 

$234,236 

$234,255 

$230,970 

Baltimore, MD 

$140,831 

$141,148 

$141,625 

$143,602 

ChicaKO, IL 

$139,905 

$141,747 

$145,274 

$159,876 

Ft Worfli, TX 

$120,962 

$120,249 

$126,102 

$127,448 

Miami, FL 

$38,842 

$0 

$0 

$0 

Svmrise, FL 

$31,554 

$91,303 

$94,882 

$96,739 

New York. NY 

$267,092 

$269,216 

$310,577 

$281,774 

King of 

Prussia, PA 

$69,762 

$61,041 

$97,779 

$109,882 

San Francisco. CA 

$316,689 

$318,404 

$293,770 

$290,040 

Seattle, WA 

$139,853 

$144,000 

$142,731 

$142,679 

Lakewood, CO 

$39,974 

$39,223 

$41,207 

$41,711 

Cerritos, CA 

$66,009 

$72,143 

$72,678 

$73,190 

Oakland. CA 

$19,742 

$19,865 

$20,058 

$20,323 

TOTAL 

$4,ffi»,000 

$5,053,824 
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INFORMATION TECHNOLOGY MODERNIZATION 


11. Hease provide a brii^ status report on the IT assessinrat to prepare for a 
multi-year IT Modemizidion and Data Center Consolidation Initiative. 

RESPONSE; 

OIG contracted with Gartner, Inc. to provide an independent assessment of, and 
recommendations to improve, the state of DOT OIG's information technology 
(IT) inftastructuie. Gartner completed its report in Oaober 2010, and 
subsequoitly provided briefings to the OIG's senior leadership. The report 
assessed the OIG cunmit state in 14 major areas with regards to alignment with 
best practices. From this, the report then provided 22 reconunendations for 
actions to be taken, 11 within the next 12 months, and 11 within the iKxt 24 
months. 

In January 2011, the OIG hired a new Chief Mormation Officer, «dio then used 
that report, in conjunction with employee interviews, to prepare a new OIG IT 
Strategic Plan. This plan was released in March 201 1, which laid out specific 
projects to improve OIG's IT infrastructure. Specifrcally, OIG has reprioritized 
plans to speed up hardware virtualization, increase the security of the network, 
and provide services that will imiuovc the efficiency of OIG. Funds requested in 
FY12 will be utilized to complete those efforts, which in addition to 
improvements in security and services, are expected to result in lower out-year 
costs for OIG through reduced hardware refresh costs, and lower costs to DOT 
through efficiencies in power and cooling. 

Additionally, in conjunction with the DOT Office of the Chief Information 
Officer, OIG completed a data center migration in support of the Federal Data 
Center Consolidation Initiative. This was reported through the Departmmit, to 
0MB, and represents the only Level 1-3 data center consolidated so far in FYll 
in DOT. This consolidation, in ctmj unction with the modonization efforts 
described above, should reduce the long term costs of operating the IT 
infrastructure of the Department. 


AIMNUAL BUDGETARY INCREASES 


12. Please update the table on aimual budgetary increases by providing data for 
2001 through 2011. 
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RESPONSE: 

ANNUAL PERCENTAGE INCREASES IN TOTAL OIG BUDGETARY 
RESOURCES 

OIG Total 

Fiscal Budgetary Percentage 

Year Resources* Change 


2001 

$52,857,457 

8.3% 

2002 

$60,334,405 

14.1% 

2003** 

$64,016,312 

6.1% 

2004 

$63,490,544 

-0.8% 

2005 

$65,175,098 

2.7% 

2006 

$68,727,035 

5.4% 

2007 

$71,226,220 

3.6% 

2008 

$73,597,024 

3.3% 

2009*** 

$77,278,540 

5.0% 

2010 

$81,027,405 

4.9% 

2011 

$81,593,772 (enacted) 

0.7% 


* Total budgetary resources include direct appropriation, off-setting collections, direct 
transfers, and rescissions. 

** FY03 amount includes $2,150,000 that was transferred to DHS/OIG on 3/9/2003. 

••♦For comparison purposes, $20,000,000 received in ARRA api^priation is not 
included. 


FINANCIAL STATEMENT AUDITS 

13. Please provide a detailed table showing the costs to audit finandal statements 
pursuant to the Chief Financial Officers Act for fiscal years 2009 - 2012. 
This information should include a listing of the finandal statements audited, 
staff years, and total costs. 

RESPONSE: 

Staff 

Financial Statamenta Audited Yeara Total Coat 


Flacal Year 2009 lActuall (see note) 

DOT Consolidated 

Ffcderal Aviation Administration 

National Transportation Safety Board 

Saint Lawrence Seaway Development Corporation 

Total FY Tfm Resources 


2 

$1,421,732 

1.4 

$1,516,464 

0.3 

$103,597 


$51,012 


$3,092,805 


3.8 
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Note; OIG engaged independent contractors to audit the DOT, FAA, and NTSB FY 2009 financial 
statements. The Saint Lawrence Seaway DC engaged an independent contractor to audit its FY 2009 
financial statements. The FY 2009 total costs include these contract costs. 


Fiscal Year 2010 (Actual) fsee note! 

DOT Consolidated 1.6 $1,370,740 

Federal Aviation Administration 1.3 $1,453,171 

National Transportation Safety Board 0.2 $91 ,692 

Saint Lawrence Seaway Development Corporation 0.1 $57,815 

Total FY 2010 Resources 3.2 $2,973,417 


Note: OIG engaged independent contractors to audit the DOT, FAA, and NTSB FY 2010 financial 
statements. The Saint Lawrence Seaway DC engaged an independent contractor to audit its FY 2010 
financial statements. The FY 2010 total costs include these contract costs. 


Rscal Year 2011 lEatimate) fsee mia) 



DOT Qmsolidated 

1.7 

$1,437,868 

Fedraal Aviation Administration 

1.3 

$1,657,646 

National Transportation Safety Board 

0.2 

$93,922 

Saint Lawrence Seaway Development Corporation 

0.1 

$53,916 

Total FY 2011 Resources 

3.3 

$3,143,362 

Note: OIG engaged independent contractors to audit the DOT. FAA, and NTSB FY 2011 financial 
statements. The Saint Lawrence Seaway DC enp^ an independent contractor to audit its FY 2011 
finsneial statements. The FY 201 1 total costs include these projected contract costs. 


Fiaeal Year 2012 fEstimatel fsee note) 

DOT Consolidated 

1.7 

$1,897,888 

Federal Aviadon Administration 

1.3 

$1,574,838 

National Transportation Safety Board 

0.2 

$125,331 

Saint Lawrence Seaway Development Corporation 

0.1 

$51,016 

Total FY 2012 Resources 

3^ 

$3,849,073 


Note: OIG will engage independent contractors to audit the DOT, FAA, and NTSB FY 2012 financial 
statements. We do not have contracts in place that cover FY 2012. The FY 2012 total costs include 
estimated costs from Govenunent Estimates. The Saint Lawrence Seaway 1X2 will engage an independent 
contractor to audit its FY 2012 financial statements. The FY 2012 total costs include these estimated and 
projected contract costs. 


AMERICAN RECOVERY AND REINVESTMENT ACT 


14. neasc explain how ARRA funding for the IG has been used to date. 
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RESPONSE: 

As of April 30, 2011, our total gross outlays on Recovery Act work totaled $7.7 
million, and we have about S7 full-time equivalent audit and investigation staff 
working on Recovery Act-related projects. Since the Recovery Act's passage, we 
have conducted 277 fraud prevention and awareness briefings to a total of more 
than 19,000 participants at dl levels of government and industry groups, and have 
issued 9 timely and thorough Recovery Aa audit reports and 5 ARRA advisories, 
and have testified 5 times before Congress. Our cross-modal teams of auditors, 
analysts, investigators, engineers and attorneys have 14 audits and 55 
investigations under way. Additionally, the Department of Justice has accepted 49 
of our 55 investigations for review for prosecution. 


15. What is the schedule for expending ARRA funding by fiscal year? Hease 
indude a table of FTE by fiscal year planned and employed for fids schedule. 

RESPONSE: 



FY09 

ACT. 

FYIO 

ACT. 

FYll 

EST. 

FY12 

EST. 

FY13 

EST. 

TOTAL 








EXPs. 

$380,000 

$3,153,000 

$8,320,000 

$4,910,000 

$730,000 

$17,493,000 








FTEs 

2 

22 

60 

35 

5 










Id. Please provide a breakdown showing FTE staff performing ARRA audit 
work by modal administration to date. 

RESPONSE; 

Our currrait Recovery Act oversight work comprises roughly 10 percent of OIO's 
total workload. As of March 31, 2011, we have 60 full-time equivalent audit and 
investigation staff working on Recovery Act-related projects. To date, we have 
completed 9 audits (6 Departmentwide and 1 eadi for FAA, FHWA, and FRA) 
and testified before Congress on 5 occasions. Currently, we have 13 ARRA 
audits under way, broken out as follows — ^Deqattmraitwide (2), FAA (2), FHWA 
(3), FTA (3), and FRA (3). In addition, we have 51 criminal investigations under 
way involving FAA. FTA. and FHWA. The breakdown of these open 
investigations by modal administration and allegation is presented in table 2. 
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FHWA 

FAA 

PTA 

DOT/WWe 

FiJse Stitemente, Claims, CMficatiom 

IS 

1 

2 

1 

And-Tnist Violations, Bid Rigging, Collusion 

4 

1 

1 

0 

DisadvaMaged Business Enterprise Raud 

10 

4 

3 

0 

Conflict of Interest 

0 

0 

0 

0 

Prevailing Wage Violations 

5 

0 

1 

0 

Embezzlement 

0 

0 

0 

0 

Kickbacks 

1 

0 

0 

0 

Coiiuption’ 

0 

1 

0 

0 

Odier 

0 

0 

0 

0 

ARRA Whistleblower 

1 

0 

0 

0 

Total 

36 

7 

7 

1 


’ This type of investigation involves allegedly dishonest or fraudulent conduct by individuals who are 
responsible for the oversight of ARRA funded projects. 
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QUESTIONS FOR THE RECORD 

Chairman Latham 
HUD Office of Inspector General 

Subcommittee on Transportation, Housing and Urban Development and Related 

Agencies 

House Committee on Appropriations 


OIG FY 2012 BUDGET JUSTIFICATION QUESTIONS 
FUNDING 

1. Please provide a ten-year funding history for OIG. 

See Attachment 1 , tab 1 

STAFFING 

2. Please provide an organizational chart for OIG. 

See Attachment 2, tab 2 

3. Please provide a listing (by title, office, grade, and salary) of each position in 
OIG and indicate which positions arc vacant, if any. Please indicate any 
political appointments. Please also indicate the physical location of each 
position. 

See Attachment 1, tab 3 

4. Please provide a listing of the 30 positions that OIG requested in FY 2010 
and requests to maintain in FY 2012. This listing should contain the position 
title, office, grade level, salary, basic description of the position 
responsibilities, and physical location of the position. 

See Attachment, tab 4 

5. As in FY 2011, OIG requests an additional 30 FTEs over FY 2010 enacted in 
order to continue work that began with supplemental funding. According to 
the budget, OIG has more than $11 million in unobligated supplemental 
funding. Please explain the need for regular budget authority when OIG has 
supplemental funding available. 

At the time the budget justification for FY 201 1 was prepared it was anticipated 
that our supplemental fonding would be expended by the end of FY 2010. We 
delayed our spending on certain costs and hiring until the actual budget amount 
was finally available, due to the length of the continuing resolution. As a result we 
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ended up with appropriated funding that we expended instead of the supplemental 
fiinds at the end of the fiscal year. This year because we started the year with a 
higher FTE number, due to the compressed budget cycle and with a small increase 
in the appropriated funds we will be back on track for using the remaining disaster- 
related supplemental funds. 


6. As in FY 2011, the FY 2012 budget requests regular budget authoritj’ for 30 
FTE to continue work that began with supplemental funding. Broadly, 
please explain the long-term plan as it relates to FTEs and supplemental 
funding. 

We have 30 dedicated staff on the disaster and also use other staff nationwide as 
needed for investigations outside the gulf state region. We track the hours and 
salaries of all staff on disaster assignments. Because the need and timing for 
audits and investigations generally occurs 1-2 years after the program 
expenditures, we plan to use our supplemental funds to parallel the state's 
drawdown and expenditures. The following table shows HUDs supplemental 
funding and ours: 

HUD Supplemental usage vs OIG Supplemental 
usage 


DISASTER Supplemental 

HUD 


OIG 



Dollars 

% 

Dollars 

% 

Total enacted 

$19.6B 

100 

16M 

100 

Soent to date 

$14.1B 

71 

IIM 

69 

Unexpended 

$ 5.5B 

19% 

5M 

31% 


The States still have over $5 billion to spend and we are trying to conserve our 
funding so we can afford the staff needed for audits and investigations in the 
future. 

Based on this we plan to use our funds as follows: 


EX 

FY 2011 2012 

Disaster Supplemental 2.8M 2.2M 


SUPPLEMENTAL FUNDING 

7. In table format, please provide a chart showing all supplemental funding for 
HUD OIG since 2000. In this table, please include public law number, name 
of Act, amount, intent, and status of funds (i.e. committed, obligated, and 


2 
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expended) to date. For any supplemental funding since 2005, please provide 
status of funds for each fiscal year end or most recent available data to date. 

See Attachment #, tab 7 

8. Briefly describe your plans as they relate to unexpended supplemental 
funding. 

See Attachment #1, tab 8 


9. Please provide a table showing FTEs hired specifically with supplemental 
funding since 2000. Please link the FTE directly to the public law. 
Additionally, show the status of this FTE today. 

See Attachment #1, tab 9 

10. What, if any, distinction exists when hiring employees with regular 
appropriations act funding versus supplemental funding? 

See Attachment #1, tab 10 

11. What will happen/has happened to supplemental-funded FTEs when the 
funds are exhausted? 

Because the 30 FTEs are within our average attrition rate of 50 employees per 
year, we will lose the FTEs through a hiring freeze. Athough averaging 50 a year, 
is slowing down as it has been with most federal agencies due to the downturn in 
the economy and few people looking to leave to retire or go to another 
employment. 

AUDIT WORK 

12. Please provide a pie-chart of internal and external audits issued by subject 
area for FYs 2008, 2009, 2010, and 2011 (to-date). 


13. Please provide more details on the $32.7 million for “Collections from Audit 
Activities” in the Office of Audit. What is the origin on this money? Who 
collects it? For what are the funds then used? 


3 
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TRANSPORTATION OF THINGS 

14. Please provide the actual costs associated with this account from FY 2006 to 
present. 

See Attachment 1, tab 14 & 15 

15. Please explain this object class in detail. 

See Attachment 1 , tab 14 & 15 

OFFICE LOCATIONS 

16. Please provide a chart showing the location of all HUD OIG FTEs for FY 
2011 that includes the number of FTEs at each location. Denote which FTEs 
are disaster and supplemental-related. 

See attachment 1 , tab 1 7 

17. Please discuss OIG’s long-term plans as they relate to disaster recovery 
locations. Specifically, how long does OIG anticipate continuing there? 

This answer depends on how quickly the States expend there remaining disaster 
funds. At the moment we anticipate our major activity lasting until 2013. If there 
is residual activity after that we will absorb that costs into our appropriated 
funding. Also, our history with the disaster aftermath of lower Manhattan after 
9/1 1 shows that it can take many years for the funds from HUD to be expended. 

It is after HUD expends the funds when our work begins and audits and 
investigations can take much time, especially if we have cases in prosecution 
stages. 

18. Please provide annual data on GSA rental costs for FY 2009 to present 
separated by location. 

See Attachment # 1 , tab 1 8 

INSURANCE CL.AIMS AND INDEMNITIES 

19. Please provide the actual costs associated with this account for FY 2006 to 
present. 


4 
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See Attachment #1, tab 19 & 20 

20. Please provide a detailed breakout of the costs of the FY 2010 insurance 
claims and indemnities. 

See Attachment #1, tab 19 & 20 


PERFORMANCE MEASURES 

21. Please provide an overview of the OIG’s internal performance measurement 
system. 


RENT, COMMUNICATIONS, AND UTILITIES 

22. Please provide a detailed explanation for the S2 million “for additional rent 
charges.” 

Due to an error in HUD calculation in OFG’s rent costs it was discovered that OIG 
rent was $2 million under estimated. 


5 



617 


QUESTIONS FOR THE RECORD 
Chairman Latham 

Surface Transportation Board (STB) 

Subcommittee on Transportation, Housing and Urban Development, and Related Agencies 
House Committee on Appropriations 

STB FY 2012 BUDGET JUSTIFICATION QUESTIONS 


STAFFING/SALARIES AND EXPENSES 

1. Please provide a chart detailing for each office within STB the number of FTE requested, the number of 
FTE authorized/funded and the actual FTE for FY 2006 through FY 20! 1 . 

The following chart details the FTE information requested. Please note, in 2010, the Board reorganized 
the Office of Economics, Environmental Analysis, and Administration to create separate offices of 
Economics, Environmental Analysis, and Managing Director. The organizational change was made to 
better respond to our stakeholders and to utilize resources in a more efficient manner. The chart below 
reflects these organizational changes beginning in the year 2010. 


1 BOARD MEMBERS 1 

Year 

FTE 

Requested 

FTE 

Authorized 

Actual FTE 

2006 

10 

11 

6 

1 2007 

9 

10 

8 

2008 

9 

9 

8 

2009 

10 

10 

5 

2010 

9 

9 

6 

1 2on 


9 

- 

1 OFFICE OF PROCEEDINGS 

Year 

FTE 

Requested 

FTE 

Authorized 

Actual FTE 

2006 

45 

45 

44 

2007 

45 

45 

43 

2008 

45 

45 

43 

2009 

45 

45 

42 

2010 

45 

45 

44 

2011 

47 

44 

- 















































OFFICE OF GENERAL COUNSEL 


FTE 

Requested 


FTE 

Authorized 


OFnCE OF PUBLIC ASSISTANCE, 
GOVERNMENTAL AFFAIRS, & COMPLIANCE 


FTE 

Requested 


FTE 

Authorized 


OFFICE OF ECONOMICS, ENVIRONMENTAL 
ANALYSIS, & ADMINISTRATION 


FTE 

Requested 


FTE 

Authorized 


OFRCE OF MANAGLNG DIRECTOR 


FTE 

Requested 


FI’E 

Authorized 


2flll 
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2. Please modify the “Salaries and Expenses Object Classific^ions” table on page 1 6 of the Congressional 
Justifications to include fiscal year 2006 through fiscal year 2009. 

The following chart provides the information requested. 
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3. Please provide additional detailed justification for the increases from the fiscal year 201 1 estimate to the 
fiscal year 2012 request on the following: Transportation of Things, Other Services, and Equipment. 

The requested increases in these object classes is directly associated with an information technology (IT) 
overhaul/upgrade. The Board’s Chief Information Officer has done an extensive internal analysis of its 
IT needs and weaknesses, and determined that the Board’s technology is inadequate to support the 
agency’s mission and not in compliance with IT security requirements. This includes replacing a 
decade-old docket management system that is very expensive to integrate with modem IT systems and is 
impeding the Board’s ability to quickly process and adjudicate cases. Currently, the Board is using 
hardware that is out of warranty, and needs to replace its operating system software and application 
software with more current versions to allow it to accept data files from its stakeholders. 

Specifically, the increase in Transportation of Things is due to contract labor staff required to move, 
relocate, and deliver IT equipment to individual Board offices and to remove old IT equipment and 
package it for excessing to GSA for disposal; the increase in Other Services includes technical expertise 
and contractor support; and Equipment is the actual hardware and software applications. 


EMPLOYEE DEVELOPMENT 

4. Please provide a table showing the funds for employee training and development for the last five years. 
The following chart provides the information requested. 


FISCAL YEAR 

TRAINING OBLIGATIONS 

2006 

$44,206 

2007 

$144,245 

2008 

$221,822 

2009 

$127,051 

2010 

$26,000 

2011 

$23,000 
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WORKLOAD SUMMARY 


5. Please update the “Workload Summary” table on page 1 5 of the Congressional Justifications to include 
fiscal year 2006 through fiscal year 2009. 


The following table provides the information requested. 


FY 2012 CONGRESSIONAL BUDGET JUSTIFICATION 
WORKLOAD SUMMARY FY 2006 - 2012 


Workload 

Category 

Actual ' 

FY 2006 
Board 
Decisions 
and Court- 
related 
Work 

Actual ' 

FY 2007 
Board 
Decisions 
and Court- 
related 
Work 

Actual ' 

FY 2008 
Board 
Decisions 
and Court- 
related 
Work 

Actual ' 

FY 2009 
Board 
Decisions 
and Court- 
related 
Work 

Actual ’ 

FY 2010 
Board 
Decisions 
and Court- 
related 
Work 

Actual ^ 

FY 2011 
Board 
Decisions 
and Court- 
related 
Work 

Actual ' 

FY 2012 
Board 
Decisions 
and Court- 
related 
Work 

Rail Carrier 
Control Cases 

41 

31 

68 

66 

60 

65 

72 

Rail Rates and 
Service 

73 

91 

90 

78 

77 

85 

93 

Rail 

Abandonments 

and 

Constructions 

499 

436 

561 

443 

393 

501 

552 

Other Line 
Transactions 

199 

217 

118 

153 

144 

157 

173 

Other Rail 
Activites 

89 

88 

93 

79 

98 

133 

145 

Non-Rai! 

Activities 

351 

275 

22 

29 

26 

24 

26 

Activities 
Under Non- 
Transportation 
Statutes 

- 

- 

328 

318 

313 

318 

318 

Total 

1,252 

1,138 

1,280 

1,166 

1,111 

1,283 

1,379 


The Table reports the number of decisions, court-related wor1<, and activities to comply Vifith non-transportation-related statutes as the 
measure of woi1<load at the Board, Certain activities perfonned at the Board tiiat provide direct and indirect support for rulemakings 
and decisions in specific cases are not reflected in these workload numbers. Such activities not reflected include: enforcement 
activities; rail audits and rail carrier reporting oversight; administration oftiie rail waybill sample and development of the Uniform 
Railroad Costing System; and case-related correspondence and informal public assistance. 

’ In recent years, these activities, involving statutes such as the Freedom of Infiwnation Act and tiie laws governing ethical conduct 
of Federal employees, were included in this Summary as Ncwi-Rail Activities. 
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UNIFORM RAILROAD COSTING SYSTEM (URCS) 

6. STB stated that the $650,000 it received in fiscal year 201 1 to update its URCS is adequate. Please 
provide a brief status report on the progress of the update. 

In FY 20 1 0, the Committee on Appropriations provided funding for the Board to scope the URCS 
project and analyze at least three cost effective options, including a basic, moderate, and comprehensive 
approach. The Board completed the review and submitted a report to the Committee on May 27, 2010. 
The Board recommended the moderate approach widi a budget request for $650,000. The Board did not 
receive appropriated funds in FY 201 1 for updating URCS. The Board's FY 2012 budget request 
includes $650,000 to complete the moderate option to update URCS. 


USER FEES 

7. Please provide a table on user fees collected for fiscal year 2005 through fiscal year 2009. Please 
include the total of actual fees collected, the range of fees collected and the average fee collected for 
each year. 


The following table provides the requested information. 





AVERAGE 

FEE 



$0.20 -$102,000 

$146.19 


$1,198,651.33 

$0.20 -$140,600 

$211.96 

EiEH 

$873,635.16 



Einiisi 

$1,250,002.56 

$0.20 -$299,400 

■HEDEm 

eeeqh 

$1,017,746.40 

$0.20 -$76,1 00 



The Board has 125 fee or sub-fee items, ranging from $0.20 for self-service photocopies to $1,520,600 
for a Class I rail merger. The $299,400 fee collected in FY 2008 related to the purchase of DM&E 
Railroad by CP Railway. In the FY 2008 Appropriations Act and subsequent appropriations acts, 
Congress limited the filing fee for rate complaints to $350, the amount authorized for the district court 
filing fee. 
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QUESTIONS FOR THE RECORD SUBMITTED BY CHAIRMAN LATHAM 
TO THE U.S DEPARTMENT OF TRANSPORTATION 
RESEARCH AND INNOVATIVE TECHNOLOGY ADMINISTRATION 

SALARIES AND ADMINISTRATIVE EXPENSES 

QUESTION: Please provide a listing of all new positions requested in fiscal year 2012, 
showing the position title, grade level, salary, organizational component, and basic 
description of the position responsibilities. 

ANSWER: No new positions were requested in fiscal year 2012. 

QUESTION: Please provide the number of authorized FTE for fiscal year 2012. 

ANSWER: The information follows: 


Research and Innovative Technology Administration 

FY 2012 FTE Request 

Account Name 

Type 

FTE 

R&D 

Direct 

26 

BTS 

Allocation 

70 

OAI 

Reimbursable 

19 

TSI 

Reimbursable 

41 

VOLPE 

Other 

532 


QUESTION; Please provide a table showing the staff in the immediate office of the 
administrator. The table should include information on each employee, including position, 
grade, and annual salary. 

ANSWER: The information follows: 


Office of the Administrator Staffing 

Position 

Grade 

Annual Salary 

Administrator 

EX-301 

$165,300 

Deputy Admin. 

ES-340 

$150,000 

Strategic Advisor 

GS-0343-14/10 

$136,771 

Executive Assistant 

GS-30I-12/3 

$77,368 

Management Specialist 

GS-301-12/6 

$87,350 


QUESTION: Please provide an explanation for the $3.5 million increase from fiscal year 201 1 
to fiscal year 2012 in direct obligation for Other Services. 


ANSWER: In comparing FY 201 1 with FY 2012, the object class elements 25.2 and 25.3 were 
restated in FY 2012 to more accurately reflect anticipated contractual obligations. 


1 
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ALTERNATIVE FUELS RESEARCH AND DEVELOPMENT 

QUESTION: Please provide a table that shows what funds are spent on meeting coordination, 
in-house research, and private sector contracts. 

ANSWER: The information follows: 


Alternative Fuels Research and Development Funding 
(in thousands of dollars) 

Category 

Amount 

Meeting Coordination 

110 

In-House Research 

280 

Private Sector Contract 

63 

Total 

453 


QUESTION: On page 35 of your FYI2 budget justification under Prior Year Accomplishments, 
please provide an explanation of the following accomplishment: “Projects delivered outputs that 
leveraged DOT research and education aimed at further development and deployment of 
alternative fuels.” 

ANSWER: The work identified existing initiatives in Departmental research and education 
priorities, and expanded research investment on those areas across U.S. DOT. It promotes 
external coordination by identifying the research gaps and collaborative opportunities within the 
alternative fuel arena. For example, under the hydrogen initiative, the first response education 
training identified the need to produce a training vehicle for all alternative fuel incident 
responses. It gives the Department a research starting and end point. 

RESEARCH, DEVELOPMENT AND TECHNOLOGY COORDINATION (RD&T) 

Please provide a table illustrating the FY 201 1 component research pieces coordinated by 
RD&T. Please include FY 201 1 appropriated amounts. 


FY 2011 RD&T Coordination DOT Components 
(in thousands of dollars) 

DOT Component 

FY 2011 Appropriated 

OST 

9,799 

FHWA 

631,861 

FAA 

380,227 

FMCSA 

11,503 


2 
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FRA 

39,521 

FTA 

123,706 

NHTSA 

110,326 

PHMSA 

9,667 

RITA 

6,134 

Total 

1,322,744 


QUESTION; Please provide additional detail on the 14 RD&T Research Clusters, including 
detailed goals and accomplishments to date. 

ANSWER: The 14 Research Clusters were identified by the RD&T Planning Team as the 
priority cross-cutting, topic-oriented areas where DOT researchers can collaborate with each 
other and with our external stakeholders. A key tool for this collaboration is an on-line portal 
fhttD://www.transpo rtationresearch.gov/dotrc/default.aspx ). Each Cluster has a dedicated 
collaboration portal which includes announcements, shared research, documents of interest, 
activities, opportunities for searches through the National Transportation Library (NTL), and 
links to related research stored on the Transportation Research Board’s (TRB) Transportation 
Research International Documentation (TRID) database. Researchers can sign in to access the 
full range of the site’s opportunities. 


Date 

Activity 

Accompiishment/Goal 

January 2010 

RD&T Planning Team and 
Planning Council identified the 

14 topics for Research Cluster 
coordination 

Framework defined for DOT 
and Stakeholder 
collaboration 

March 2010- 
present 

DOT researchers meet monthly 
via webinar to discuss issue area 
topics of mutual interest and 
possible adaptations of the social 
media portal sites to better 
coordinate these activities 

Better understanding of 
common activities across 

DOT and timelier sharing of 
research results 

July 2010 

Based on user feedback, 
additional changes made to 
SharePoint social media portal 
sites 

Social media portal sites 
improved 

July 2010 

To support existing coordination 

First Cluster transferred to 


3 
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activities, clusters are transferred 
to DOT research groups needing 
to share research results within 
DOT and with stakeholders 

users - Positioning, 

Navigation and Timing 

August 2010 

Based on researcher feedback, 
meeting formats restructured for 
more formal presentations and 
less frequency 

Began bi-monthly Cluster 
meetings 

July 2010 

Based on DOT research interest 
in collaboration with DOT- 
funded researchers, RD&T and 
RITA IT staff improve 

SharePoint social media portal 

Social media portal upgraded 
to support DOT-only and 
external collaborations 

September - 
October 2010 

Redesigned SharePoint social 
media portal completes beta 
testing and outreach strategy 
designed and implemented 

DOT-Funded researchers 
formally invited to join 
Research Clusters 

November 2010 

To support existing coordination 
activities, clusters are transferred 
to DOT research groups needing 
to share research results within 
DOT and with stakeholders 

Human Factors cluster 
transferred to DOT’S Human 
Factors Coordinating 
Committee 

October 2010 - 
January 2011 

Based on DOT research interest 
in collaboration with external 
researchers, RD&T and RITA IT 
staff improve SharePoint social 
media portal 

Portal sites upgraded with 
better registration process 
and membership lists 

January - March 
2011 

Researchers use Sharepoint 
social media to plan and host 
DOT-wide research event via 
webinar 

DOT researchers from across 
the nation participate in 
event on harmonizing 
forecasting data 

March 201 1 - 
present 

DOT researchers indicate strong 
interest in meeting with DOT- 
funded and external colleagues 

Beginning in April, meetings 
expanded to include DOT- 
funded and stakeholder 
researchers 

May -July 2011 

Standardized formats and 
processes developed to facilitate 
research sharing in cluster 
meetings 

All Cluster meetings in July 
will include DOT-funded 
and stakeholder researchers. 
Involve 50-100 researchers 
in the events. 

June - September 
2011 

Begin development of new 
subpage that captures all the 

Provide researchers more 
transparency in locating 


4 
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sources of DOT RD&T funding 
opportunities. 

DOT funding available for 
RD&T activities. Increase 
by 5 percent the number of 
University Transportation 
Center researchers seeking 
competitive DOT RD&T 
funds 

September - 
December 201 1 

Continue using DOT and 
external researcher feedback and 
IT upgrades in SharePoint 2010 
to improve collaboration 
capabilities 

Use baseline established in 
this time period and increase 
number of registered users 
by 1 5 percent. 


QUESTION: Please briefly discuss the work done to date, planned additional work, and timeline 
of the strategic plan for RITA. 

ANSWER: RITA has actively engaged in the development of the Department’s draft U.S. DOT 
Strategic Plan FY 2011 - 2016. Agency priorities, goals and metrics are delineated in this plan. 
RITA will not be developing a separate strategic plan. 

QUESTION: Ideally, research leads to practicably implementable solutions or improvements. 
Please discuss RITA’s work in assessing this linkage. 

ANSWER: RITA is the U.S. DOT’S lead on technology transfer activities. RITA’s Technology 
Transfer program works across the Department to move research ideas into application and the 
marketplace. 

Specifically, RITA: 

• Leads an intra-DOT working to refine technology transfer evaluation processes; 

• Works closely with U.S. DOT’S Office of Chief Counsel (OOC) on intellectual property 
and patent application issues; 

• Is the U.S. DOT representative in the Federal Laboratory Consortium for Technology 
Transfer; 

• Is an active participant in the Inter-agency Working Group on Technology Transfer to 
leverage knowledge of other Federal agency technology transfer activities; 

• Hosts events to showcase research technologies developed by Departmentally-funded 
university programs, including the University Research Technology Transfer Day on 
April 6, 2011; and 

• Leads a webinar series for Departmental researchers to share their results widely. 


QUESTION: A primary objective in the creation of RITA in 2004 was to coordinate the 
Department’s research. In the approximately six years of the program, how has RITA helped 
avoid duplication in research and improve the efficiency of the research process? 


5 
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ANSWER: RITA’s RD&T Coordination program provides critical support to identify 
collaborative R&D opportunities, strengthen multi-modal research efforts, and avoid duplication. 

RITA provides this support in a variety of ways: 

• Planning and Coordination - RD&T coordination activities bring together RD&T 
programs from U.S. DOT’S Operating Administrations (OAs) to share current research 
initiatives, identify future R&D needs, and seek opportunities for multi-modal 
collaborations. This is done primarily through the RD&T Planning Council, which is 
comprised of modal administrators and provides strategic guidance, and the RD&T 
Planning Team, comprised of RD&T director for each OA. The RD&T Planning Team 
meets monthly and its activities are guided by the DOT RD&T Strategic Plan. 

• Research Clusters - The Planning Team, in consultation with stakeholders, has identified 
14 priority topic-oriented, cross-cutting areas of common interest. Internal and external 
researchers interact through online portals to facilitate interaction, sharing of planned and 
in-progress research plans, and reporting on research outcomes/results, 

o The 14 Research Clusters are: 

• Data Driven Decision-Making, 

■ Economics, 

■ Energy Sustainability, 

• Human Factors, 

■ Infrastructure and Materials, 

• Livability, 

■ Risk-Based Analysis to Address Safety Issues, 

■ Modeling and Simulation, 

• Multimodal Intelligent Transportation Systems, 

■ Policy Analysis, 

• Positioning, Navigation and Timing (PNT), 

• System Resilience and Global Logistics, 

• Transportation Implications For An Aging Populations And Those With Special 
Needs, and 

• Travel Behavior. 

• Knowledge Management System (KMS) - RITA maintains a web-based, publicly 
available repository of RD&T project records obtained from each modal administration. 
The database supports research coordination by providing project-level access to U.S. 
DOT’S RD&T portfolio, ensuring transparency and leveraging opportunities for cross- 
agency collaboration. 

• Technology Transfer Program - RITA is the U.S. DOT’S lead on technology transfer 
activities. RITA’s Technology Transfer program works across the Department to move 
research ideas into application and the marketplace. This program ensures the full use 
Department’s investment in research and development, and it protects intellectual 
property through securing patents and issuing licenses (where applicable) that facilitate 
commercialization. 

• Education & Outreach - Seminars, workshops, newsletters and other activities increase 
awareness of the RD&T Coordination program’s various activities. 


6 
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UNIVERSITY TRANSPORTATION CENTERS 

QUESTION: Please include a table of University Transportation Center (UTC) grantees for the 
most recent two fiscal years available; this table should include recipient, city and state, and 
dollar amount. It should also designate if the UTC is designated in SAFETEA-LU. Also, please 
provide a map of the current UTCs. 

ANSWER: Table and map are included below. 
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UTC DesiRnation 

Grantee 


State 

FY09 Award 

FY 10 Award 

Designated 

California State Universitv- San Bernardino 

San Bernardino 

CA 

$463,400 

$462,900 

Comoetitiveiy Selected 

City College of City University of NewYwk 


NY 


$2,082,800 

Designated 

Cleveland State Universitv 

Cleveland 

OH 

$-^3,400 


Designated 

George Mason Universitv 

Fairfax 

m 

$463,400 

$462,900 

Comoetitivelv Selected 

Georgia Institute ofTechnolc^ 

Atlanta 

GA 

$926,700 

$93,700 

Designated 

Hampton Universitv 

Hamptcm 

VA 

$^3,400 

$462,900 

Comoetitivelv Selected 

Iowa State Universitv 

Ames 

lA 

^26,700 

$925,700 

Designated 

Jackson State University 

Jadcson 

MS 

$650,000 

$650,000 

Designated 

Kansas State University 

Manhattan 

KS 

$463,400 

$462,900 

Designated 

Louisiana State Universitv 

Baton Rouge 

LA 

$463,400 

$462,900 

Designated 

Marshall Universitv 

Huntington 

WV 

$3,243,400 

$3,239,900 



C»nbndge 



$2,082,800 

Designated 

Michigan Technological IMiversitv 

Houghton 

BHHI 


$462,900 

Designated 

Montana State University-Western Transportad 

Bozeman 



$3,239,900 

Designated 

Morgan State University 

B^timore 

iSISHI 

$1,000,000 


Designated 

North Carolina State University 

Raleigh 


$463,400 

$462,900 

Comoetitivelv Selected 

North Dakota State University 

Famo 


$2,085,000 

$2,082,800 

Designated 

Northwestern Universitv 

Evanston 

IL 

$463,400 

$462,900 

Designated 

Northwestern Universitv 

Evansti>n 

IL 


$3,239,900 

Designated 

Oklahoma Transportation Center |OK State IMiv 

Stillwater 

OK 


$3,239,900 

Competitively Selected 

Pennsylvania State University 


GSHi 

$2,085,000 


Designated 

Portland State Universitv 

Portland 

E9Hi 

$3,243,400 

$3,239,^ 

Comoetitivelv Selected 

Purdue Universitv 

West Lafayette 

BZIHli 

$2,085,000 

$2,082,800 

Comoetitivelv Selected 

Rutgers Universitv 


Ni 

$926,700 

$925,700 

Comoetitivelv Selected 


San Jose 

CA 

$926,700 


Comoetitivelv Selected 

Texas A & M Universitv 

College Station 

TX 

$2,085,000 


Designated 

Texas A S M UniversIty-TexasTrwisportatlon ins 

College Station 

TX 

$1,500,000 

$1,500,000 

Designated 

Universitv of Akron 

Akron 


$463,400 

$462,900 

Designated 

Universitv of Alabama 

Tuscaloosa 

AL 

$650,000 

$650,000 

Designated 

Universitv of Alabama, Birmingham 

Birmingham 

AL 

$550,000 


Designated 

Universitv of Alaska 

Fairbanks 

AK 

$3,243,400 


Designated 

Universitv of Arkansas 


QoHI 

$463,400 

$462,900 

Designated 

Universitv of California- Davis 

Davis 

CA 

$463,400 

$462,900 


Universitv of California-Berkeiev 

Berkeley 

CA 

$2,085,000 

$2,082,800 


Universitv of Connecticut 

Storrs 


$463,400 

$462,900 

Designated 

University of Delaware- Newark 

Newark 

OE 

$463,400 

$462,900 

Designated 

Universitv of Denver/Mississipoi State Universit 

Denver 

CO 

$650,000 

$650,000 

Designated 

Universitv of Detroit Mercv 

Detroit 

Ml 

$463,400 

$462,900 

Comoetitivelv Selected 

Universitv of Florida 


FI 

$926,700 


Comoetitivelv Selected 

Universitv of Idaho 



$926,700 


Comoetitivelv Selected 

University of Maryland College Park 

B9!5339ilH 


$926,700 


Designated 

Universitv of Mass- Amherst 

Amherst 


$463,400 


Designated 


Memphis 


$463,400 


Comoetitivelv Selected 

Universitv of Michigan 

Ann Arbor 


$926,700 

$925,700 

Designated 




$3,243,400 

$3,239,900 

Designated 


Rotia 

MO 



Competitively Selected 

University of Nebraska, Urtcolrt 

Lincoln 


$2,085,000 


Designated 

Universitv of Nevada- Las Vegas 



$463,400 

$462,900 

Designated 

Universitv of Rhode Island 


Rl 


$462,900 

Comoetitivelv Selected 

Universitv of South Florida 

Tampa 

FL 

$926,700 


Comoetitivelv Selected 

Universitv of Southern Califorma/CaliferniaStat 

Los Angeles 

CA 


■IIIIIB 

Comoetitivelv Selected 

Universitv of Tennessee 

Knoxville 

TN 

$2,085,000 


Designated 

Universitv of Tennessee-Knoxville National Trar 

Knoxville 

TN 

$2,000,000 

$2,000,000 

Designated 

Universitv ofToledo 

Toledo 

OH 


$462,900 

Designated 


Burlington 

VT 

$3,243,400 

$3,239,900 

Competitively Selected 

Universitv of Washington 

Seattle 

SSQHli 

$2,085,000 

$2,082,800 

Designated 

University of Wisconsin 


Wi 

$3,243,400 

$3,239,900 

Designated 

Utah State Universitv 


UT 

$463,400 

$462,900 

Designated 

Youngstown State Universitv 

Youngstown 

OH 


$462,^ 
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QUESTION: How many applications were received for competitive UTCs in the past two fiscal 
years? 

ANSWER: No applications were received in the past two fiscal years. 

NATIONWIDE DIFFER ENTIAL GLOBAL POSITIONING SYSTEM (NDGPS) 

QUESTION: As the budget request states, the [DOT-funded] NDGPS program is not a research 
and technology program. Over the years, the Administration has requested funding for the 
NUOPS program in a number of different agencies. Please provide a history of the funding for 
the NDGPS program for the last ten years, including how much funding was requested and in 
what agency, as well as how much was actually appropriated for the program and in what 
agency. 


9 


633 


ANSWER: The information follows: 


NDGPS Program Funding History 
(in millions of dollars) 

Fiscal Year 

President’s 
Budget Reauest 

Requesting 
DOT Aeencv 

Actual 

AnoroDriation 

Appropriated 
DOT Agencv 

2001 

5.0 

FHWA 

6.0 

FHWA 

2002 

6.0 

FRA 

6.0 

FAA 

2003 

6.0 

FHWA 

6.0 

FHWA 

2004 

7.0 

FRA 

6.0 

FAA 

2005 

7.0 

FRA 

6.0 

FRA 

2006 

20.0 

FRA 

10.0 

FRA 

2007 

0.0 

FRA 

0.0 

N/A 

2008 

4.0 

RITA 

4.6 

RITA 

2009 

4.6 

RITA 

5.0 

RITA 

2010 

4.6 

RITA 

4.6 

RITA 

2011 

7.6 

RITA 

4.59 

RITA 


FAA = Federal Aviation Administration 
FHWA = Federal Highway Administration 
FRA = Federal Railroad Administration 


RITA = Research and innovative Technology Administration 


QUESTION: Please provide a map showing NDGPS coverage, both single and double coverage 
areas. 

ANSWER: The map below shows single and double coverage of the combined NDGPS utility 
(USCG + USAGE + DOT). 
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Coverage map courtesy U.S. Coast Guard Navigation Center (NAVCEN), as published in the 2010 Federal 
Radionavigalion Plan ( htt'p://:nTl.bis.gov.'lib''370(X)/37900/3?956/2010 FRP FINAL Signcd.pdO . 


QUESTION: Please briefly summarize NDGPS. Also, briefly discuss the organizations and 
their specific uses of NDGPS. 


ANSWER: The Nationwide Differential Global Positioning System (NDGPS) is an enabling 
positioning and navigation technology for civil, commercial and scientific applications, through 
local broadcast of accurate GPS position corrections. Inland NDGPS is a robust, highly-reliable 
terrestrial expansion of the U.S. Coast Guard Maritime DGPS. With U.S. Army Corps of 
Engineers (USACF.) inland waterway sites, combined NDGPS provides a national positioning, 
navigation and timing (PNT) utility on which there is significant public and private sector 
reliance for transportation, agricultural, environmental, natural resource management, surveying, 
weather forecasting and other applications. NDGPS service is provided free of direct user fees to 
meet the needs of federal agencies, state agencies, industries, universities and the general public. 
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NDGPS provides support infrastructure for several U.S. DOT research projects, and bears 
opportunities for future cross-modal transportation safety, security, efficiency and emergency 
response applications. DHS/Coast Guard are investigating the use of existing NDGPS 
infrastructure to potentially provide a non-GPS-source timing reference to backup GPS. 
Traceability back to the master clock would be through existing terrestrial telecommunication 
infrastructure. This proof of concept is still being planned. 

Organizations: Management and Operations 

RITA’S management of the NDGPS Program is guided by the interagency NDGPS Policy and 
Implementation Team. Diversity of membership is an indication of the multiple mission uses for 
NDGPS, including: 

• Department of Transportation 

o Federal Highway Administration 
o Federal Railroad Administration 

o Research and Innovative Technology Administration (chair) 

• Department of Agriculture 

o U.S. Forest Service 
o Natural Resources Conservation Service 

• Department of Commerce 

o National Oceanic and Atmospheric Administration (NOAA) 

• National Geodetic Survey 

• Earth System Research Laboratory 
o National Weather Service 

• Space Weather Prediction Center 

• Department of Defense 

o U.S. Army Corps of Engineers 

• Department of Homeland Security (DHS)AJ.S. Coast Guard 

o U.S. Coast Guard Headquarters 
o Navigation Center (NAVCEN) 

o Command, Control and Communications Engineering Center (C3CEN) 

• Department of the Interior 

o Bureau of Land Management 
o National Park Service 
o U.S. Geological Survey 

Organizations: Specific Uses 

At the direction of the National Executive Committee for Space-Based Positioning, Navigation, 
and Timing (PNT EXCOM), RITA completed a systems analysis and user assessment of current 
and potential future NDGPS requirements for transportation and other applications. “NDGPS 
Assessment: Final Report” estimated return on investment on NDGPS funding in terms of 
Federal cost avoidance alone was estimated conservatively at 87: 1 ; the value of private sector 
and state and local government use of NDGPS far exceeds this figure. 
f http://www.navcen.uscg.gov/pdf/ndgps/ndgps%20assessment%20report final.pdf) 
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The study also elicited statements of support from multiple user communities; a non-exhaustive 
selection of these uses includes: 

• State DOTS and Highway Community - survey, construction, quality, asset management, 
roadside management, law enforcement, snowplow guidance 

• USAGE - dredging, underwater surveying, aids to navigation 

• Department of Agriculture/Department of Interior and Resource Management Agencies - 
one meter real-time positioning and navigation for lands and environmental management, 
fire management and safety. 

• NOAA - Continuously Operating Reference Stations (CORS), severe weather 
forecasting, space weather monitoring. 

• State and local government agencies - state and local transportation, natural resources, 
environmental protection, agriculture, and parks agencies. 

• National Precision Farming Association - optimized plowing of crop rows, tailored 
applications of seeds, fertilizer, water, pesticides, precise leveling of fields. 

• Professional Land Surveyors - survey, mapping. Geographic Information Systems 

• Research Requirements - Alliance of Automobile Manufacturers, Advocates for 
Highway and Auto Safety, Association of American Railroads, FHWA, FRA. 

QUESTION; Please discuss the new opportnnities RITA foresees for NDGPS. 

ANSWER: There are many possible opportunities for NDGPS use across surface transportation 
and other terrestrial applications. A selection of these opportunities includes: 

• Under National Security Presidential Directive (NSPD)-39, “U.S. Space-Based Position, 
Navigation, and Timing Policy,” DHS is responsible for “the use of positioning, 
navigation, and timing capabilities and backup systems for . . . Federal, State, and local 
governments.” NDGPS is an existing national infrastructure system that is being 
researched to provide a non-GPS broadcast system timing reference to backup GPS 
timing. This proof of concept is still being planned. 

• Through FHWA Small Business Innovation Research (SBIR) funding, DOT is 
continuing to explore the potential high accuracy (HA-NDGPS) upgrade (1 cm mobile 
accuracy). The HA-NDGPS research program goal is to develop an inexpensive 
technique to achieve sub-decimeter active navigation (vs. static positioning) using 
existing infrastructure to the maximum extent possible. Results to date indicate that HA- 
NDGPS has the potential to enable Intelligent Transportation System and Intelligent 
Railroad System safety technologies and other dynamic location-based applications in 
both urban and rural areas, and significantly improve services to existing users. 

• The U.S. Department of Agriculture (USDA) sponsored and has made publicly available 
a 201 1 study, “evaluating the potential for new civil user services that could be provided 
from NDGPS sites,” which identified fifteen classes of technical concepts, at different 
levels of technical readiness, which could be enables through current, expanded, or 
enhanced NDGPS services ( http://www'.pnt.gov/Dublic/docs/ ). All would require the 
recapitalization of the NDGPS infrastructure requested in the President’s budget, and all 
will require budget, requirements and policy decisions by DOT, other civil agencies or 
the private sector to pursue, and are not requested in DOT’s FY12 budget. 
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QUESTION: The budget proposes a $3 million increase for FY 2012. The budget request also 
states that equipment recapitalization will reduce out year operations and maintenance cost 
growth. Please explain how the recapitalization will accomplish this reduction. 

ANSWER: The $3 million increase requested would be dedicated to upgrading the outdated 
equipment at the NDGPS sites, which have fallen significantly behind USCG Maritime DGPS 
site configuration standards. The oldest NDGPS equipment contains multiple parts that are no 
longer available. NDGPS equipment beyond serviceable life is being maintained at increasing 
expense by purchasing/stocking expensive replacement parts (new or refurbished) for the old 
equipment. Maintaining old site configurations also increases operations and maintenance 
(O&M) costs by increasing the number of configuration items that must be maintained, and the 
number of configurations and multiple operational protocols that must be maintained by the 
multi-service DGPS Control Station. 

USCG completed recapitalization on the Reference Station/Integrity Monitor (RS/IM) and is 
currently replacing the transmitters for the Maritime DGPS system. These recapitalizations have 
demonstrated that the modernized equipment reduces O&M cost growth by reducing equipment 
failures and on-site service calls. USCG estimates that continued failure to recapitalize inland 
NDGPS equipment will result a marked increase of annual O&M (non-engineering) costs above 
and beyond the current estimate of $2.775M in FY2013. O&M costs will significantly increase 
beyond FY2013, due to the USCG requirement to maintain two configurations and, as additional 
inland NDGPS configuration items become unavailable, due to obsolescence. Recapitalization 
will not only avoid these O&M cost increases, but may allow a reduction of O&M costs for the 
Control Station of $400,000 annually.' 

The equipment requirements, cost estimates, and other information supporting the President’s 
FY 2012 Budget request for NDGPS were formed in direct collaboration with the USCG, which 
will conduct the modernization work. 

QUESTION; RITA has a stated goal of maintaining 99.7 percent system availability. Please 
discuss NDGPS 's performance against this goal over the past five years. 

ANSWER: The inland NDGPS segment does not currently meet the 99.7 percent availability 
standard published in the 2010 Federal Radionavigation Plan"'. The USCG began replacing the 
RS/IM and transmitter for Maritime sites due to analysis that these were the two biggest causes 
of system down time. It is expected that inland NDGPS sites will continue to miss the stated 
goal of 99.7% until upgrades to the system are made, and it is expected that these number will 
continue on a downward trend as component availability decreases, increasing system down 
times for repair. 


* Figures courtesy U.S. Coast Guard Command, Control and Communications Engineering Center (C3CEN), 
“Analysis of predicted support cost for legacy NDGPS equipment.” 

^2010 Federal Radionavigation Plan, p. A- i 8. 
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System Availability for the Inland Segment 
of NDGPS 

Time Period 

System Availability 
(Confirmed On-Air Time) 

CY 2006 

99.45% 

CY 2007 

99.35% 

CY 2008 

99.31% 

CY 2009 

99.30% 

CY 2010 

98.64% 

January 201 1 

98.95% 

February 201 1 

99.29% 

March 201 1 

99.00% 

April 2011 

99.14% 


Courtesy U.S. Coast Guard Navigation Center (NAVCEN), 


Note: NDGPS is operated by the U.S. Coast Guard (USCG), coordinating the Maritime 
Differential GPS, U.S. Army Corps of Engineers (USAGE) DGPS sites, and inland (DOT- 
funded) segment of NDGPS as a Nationwide DGPS utility. These questions are answered for the 
DOT-fiinded inland NDGPS segment only, unless otherwise noted. 


POSITIONING, NAVIGATION, AND TIMING (PNT) 

QUESTION: RITA requests an increase for PNT from $400,000 to $1 million. Please provide a 
line-by-line breakout comparing how RITA is spending the $400,000 in FY 201 1 to how RITA 
would spend the requested $1 million in FY 2012. 

ANSWER: The information follows: 


PNT Funding 
(in thousands of dollars) 

Line Item 

FY 2011 

FY 2012 

National PNT Architecture 

225 

650 

PNT and Spectrum Policy Coordination 

40 

100 

Radio navigation Plaiming 

75 

too 

Civil PNT Requirements 

50 

100 

Civil GPS Service Interface Committee 

10 

50 


QUESTION: Please briefly explain how RITA arrived at the cost estimates for the different 
areas of PNT. 

ANSWER: The information follows: 
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PNT Funding 
(in thousands of dollars) 

Line Item 

FY 2012 

Description 

National PNT 
Architecture 

650 

Cost covers 2.5 Volpe FTEs plus $5K of travel. 
Purpose: In conjunction with DoD and DHS, conduct 
research and development efforts identified in the 
National PNT Architecture Implementation Plan to 
address PNT capability gaps (predominantly 
environments where GPS does not work well) from a 
national perspective. 

PNT and Spectrum 
Policy Coordination 

100 

Cost covers 0.4 Volpe FTEs. Purpose: Provide 
support for the Deputy Secretary of Transportation 
and Deputy Assistant Secretary of Transportation for 
Policy with preparation of materials and briefings for 
their participation as the co-chairs of the Space-Based 
PNT Executive Committee and Executive Steering 
Group, respectively. Conduct meetings of the DOT 
Extended Pos/Nav Working Group (all civil 
agencies) and coordinate civil position on PNT 
issues. 

Radionavigation 

Plaiming 

100 

Cost covers 0.4 Volpe FTEs. Purpose: Represent 

DOT and the civil community in Federal 
radionavigation planning activities in development of 
the Federal Radionavigation Plan. 

Civil PNT 
Requirements 

100 

Cost covers 0.4 Volpe FTEs plus $10K for travel. 
Purpose: Perform outreach to stakeholders (internal 
and external to the government) for identification of 
civil PNT requirements. These requirements are 
documented in a Civil PNT Requirements Document 
which serves as the foundation for the National PNT 
Architecture effort and allows program assessments 
to be performed to determine if the capabilities of the 
National PNT Architecture meet the needs of the 
civil community. 

Civil GPS Service 
Interface Committee 

50 

Cost covers 0.2 Volpe FTEs plus $5K for travel. 
Purpose: Conduct meetings of the Civil Global 
Positioning System Service Interface Committee 
(CGSIC) and its subcommittees to promote public 
awareness of U.S. Government GPS plans and 
programs. RITA chairs the CGSIC, which is co- 
chaired by the United States Coast Guard. 


QUESTION: What would be the results to PNT if Congress were to straight-line funding for the 
FY 201 1 enacted amount? 
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ANSWER: The PNT responsibilities within RITA are currently carried out by Volpe Center 
personnel; RJTA’s Volpe Center is a fee-for-service entity. Funding of $400K provides for 1 .5 
FTEs plus $10K for travel expenses. The increase in funding will improve the Department’s 
ability to meet its “lead civil agency” responsibilities as called for in the National Security 
Presidential Directive (NSPD)-39. 

BUREAU OF TRANSPORTATION STATISTICS (BTS) 


QUESTION: How much did BTS carry over in obligation authority in the last 5 fiscal years (by 
fiscal year)? 

ANSWER: The information follows: 


BTS Unobligated Carry Over Balances 
(in thousands of dollars) 

Fiscal Year 

Ending Balance Carried 
Over 

2006 

2,381 

2007 

6,420 

2008 

649 

2009 

649 

2010 

9,028 


QUESTION: RITA requests a more than $5 million increase in the obligation limitation for 
BTS in the Freight Statistics Program, compared to an $ 1 1 7,000 increase in the Passenger Travel 
Statistics Program. Please explain this discrepancy and provide a detailed table outlining how 
these funds will be used. 

ANSWER; The information follows: 
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Freight Funding 
(in thousands of dollars) 

Program Activity 

FY 2012 Increase 

Commodity Flow Survey (CFS): 
maintenance and enhancement of sample 

2,000 

Vehicle Inventory and Use Survey 

3,000 

International Freight Data System 

900 

Total 

5,900 


The BTS Freight Statistics Program requests a $5.9 million increase for FY 2012 which will help 
meet the increase in the operating expenses of the Commodity Flow Survey (CFS), a survey 
conducted every 5 years and planned to next be conducted in 2012; expand the number and 
characteristics of the sampled CFS establishments; implement the Vehicle Inventory and Use 
Survey (VIUS); and maintain the International Freight Data System. Due to competing budget 
demands and existing constraints, RITA requested the increase for freight programs compared to 
the passenger travel program. This table details the special freight programs supported by the 
FY 2012 budget request. 

Please also explain the relationship between the Passenger Travel Statistics Program and the 
National Household Travel Survey. 

The National Household Travel Survey (NHTS) is sponsored by the Federal Highway 
Administration (FHWA) to gather local travel behavior data from a national sample as well as 
from among a selected number of metropolitan jurisdictions around the nation. The BTS 
Passenger Travel Statistics Program provides for data collection and analysis activities separate 
from the NHTS program. RITA works closely with the FHWA to ensure the respective 
programs supplement one another. ITie Passenger Travel Statistics Program activities include: 

• The National Census of Ferry Operators, which is a data collection mandated by 
Congress; 
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• The Omnibus Household Travel Survey, which gathers customer satisfaction information 
from the traveling public; 

• Development of the Intermodal Passenger Connectivity Database; and analysis of 
additional passenger travel datasets. 


FUNDING STATUS 

QUESTION: Please provide a chart showing the status of all funds appropriated since 2009. 
ANSWER: The information follows: 


RITA Funding History 
(in thousands of dollars) 


FY 2009 

FY 2010 

FY201T 

Enacted 

Obligations 

Enacted 

Obligations 

Enacted 

Obligations 

BTS 

27,000 

28,060 

27,000 

24,388 

27,000 

15,467 

R&D 

12,900 

12,321 

13,007 

12,951 

12,981 

3,365 


' Total obligations as of April 201 1 


19 




WITNESSES 


Page 

Babbitt, J. R 426 

Bertram, Chris 291 

Boardman, Joseph 529 

Bostic, Raphael 133 

Bott, Vicki 181 

Donovan, Hon. Shaun 1 

Fitzgerald, Eileen 181 

Henriquez, S. B 561 

LaHood, Hon. Ray 291 

Mendez, V. M 369 

Rickman, Estelle 133 

Williams, Jerry 133 


(i) 



